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THE POPULATION PROBLEM SINCE THE WORLD 
WAR: A SURVEY OF LITERATURE 
AND RESEARCH 


HE decade since the close of the World War has been a 

| period of remarkable recrudescense of interest in popula- 

tion problems, much activity in population research, and 

some striking changes in population policy. It seems therefore 

an opportune moment to survey the main currents of post-war 

population literature and research, and, following such a survey, 

to make certain suggestions concerning the direction research 
should now take. 

The survey which follows is limited to problems oi the quan- 
tity of population. The literature of the problem of quality is 
omitted. To include it would make the presentation unduly long. 
For the same reason the great mass of American immigration 
literature is ignored, though some reference is made to the litera- 
ture of migration in its international political aspect. 

Even for the literature of the problem in its quantitative as- 
pects, the well-informed reader will note many omissions. An 
effort has been made to include all the more important contribu- 
tions in English, but doubtless not a few have been overlooked. 
In no case has this been intentional—at least further than was 
absolutely necessary to keep the presentation within manageable 
compass. Naturally the bulk of the references are to contribu- 
tions by English and American writers, though others have not 
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been altogether neglected. Two objects have been kept in mind: 
first, to distinguish the main trends or types of post-war contri- 
butions, and secondly, to give a sufficient number of citations to 
guide the student who may wish to make a serious survey, on his 
own account, of the recent literature. 


I, PRE-WAR AND POST-WAR INTEREST IN POPULATION PROBLEMS 


For decades prior to the World War the problem of popula- 
tion had been slumbering in innocuous desuetude. Indeed, the 
popular impression was that a population problem in an eco- 
nomic or Malthusian sense no longer existed. There was, how- 
ever, plenty of literature on other aspects of population. Sociolo- 
gists and biologists competed in viewing with alarm differential 
fertility and the declining birth-rate. The “science” of eugenics 
was becoming popularized by enthusiasts far beyond a point 
justified by its thin foundation in scientifically established fact. 
To many, in America and England, the problem of quality was 
the only aspect of population worthy of much attention. In 
Germany and France, for twenty years preceding the war, the 
literature of population consisted preponderantly of statistical 
analyses and disquisitions on the evils of the decline in the birth- 
rate. While there was a monotonous sameness in it, the German 
literature was on a higher scientific plane, on the average, than 
the French. In France men like Lucien March did beautiful 
work in vital statistics, but thanks to French nationalism and 
fear of Germany, a library of pre-war French population books 
consists mainly of propagandism for large families. In the Unit- 
ed States the propagandist element was a little less pronounced, 
but it was sharpened by the racial contacts and prejudices 
engendered by immigration. The lamentations were over the de- 
cline in the birth-rate of the native American stocks—a point of 
view or sentiment traceable at least as far back as Francis A. 
Walker’s famous articles on the effects of immigration on the 
size of the American family.’ Professor Ross coined the phrase 
“race suicide,” and with characteristic energy Theodore Roose- 
velt quickly made it a popular moral catchword. The declining 


*“The Great Count of 1890,” Forum, XI (June, 1891), 406-18; “Immigra- 
tion and Degradation,” Forum, XI (August, 1891), 634-44. 
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birth-rate was supposed to have disproved the Malthusian doc- 
trine once for all. Few persons took the trouble to examine rates 
of natural increase or the significance of the unprecedented ab- 
solute increases in population. 

In this country the immigration problem naturally claimed 
much attention, from both economic and political points of view, 
but hardly at all as a matter having even remote relation to any 
Malthusian fear of redundancy in numbers. Organized labor 
favored restriction because of the belief that immigration made 
for low wages and unemployment, but any suggestion that immi- 
gration would tend to produce overpopulation would have been 
laughed at. Discussion of neo-Malthusian ideas was taboo; the 
phrase “birth control” had not been invented. Only here and 
there a sociologist and a few economists, whose opinions had 
negligible influence on the flow of public sentiment, gave thought 
to the probability of impending overpopulation, and clung stead- 
fastly, though passively, to the Malthusian doctrine. Not till 
1912 does population appear as the subject of a presidential ad- 
dress before the American Economic Association. In that year 
Professor Fetter addressed the Association on the topic “Popu- 
lation or Prosperity.”* This address can still be read with profit, 
for Fetter was a far deeper student of population, and especially 
of the Malthusian doctrine, than mest economic theorists. He 
pointed out the humanitarian character of Malthus’ ideas, the 
significance of the disappearance of the American frontier, the 
extravagance of current estimates of future population capacity, 
the need of conserving natural resources, and the altered condi- 
tions which made a change in our traditional immigration pol- 
icy desirable.’ The slightness of interest in the population prob- 
lem on the part of American economists is perhaps indicated by 
the fact that on only two or three other occasions in forty years 
has population been the subject of a presidential address before 


? American Economic Review Supplement, III (March, 1913), 5-19. 


* Fetter’s interest in population went back to his student days at Jena, where 
he wrote his “Versuch einer Bevélkerungslehre,” 1894. See also his ““The Essay 
of Malthus: A Centennial Review,” Yale Review, VII (1898-99), 143-67. 
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the Association. Prior to 1910 there were few, if any, college or 
university courses devoted specifically to population.* 

Before the war, in the opening years of the present century, 
the westward movement of population in this country was still in 
progress, though at greatly diminished tempo. The people had 
gradually come to realize that the old frontier and free land were 
things of the past. Still, there was the boom in the Prairie Prov- 
inces of Canada, and our own western ranches were being rapid- 
ly and somewhat prematurely cut into farms. Also, thanks to 
the influence of interests which need not be analyzed, the pro- 
gram of irrigation and the Federal Reclamation Service was de- 
veloped, with little thought and less investigation of the needs of 
the country or the economic feasibility of many of the reclama- 
tion projects. The voice of the booster was still blatant in the 
land. No discordant notes were sounded. Urbanization was pro- 
ceeding apace, and the popular ranking of towns and cities was 
according to size and rapidity of growth, with scant regard for 
character or culture. A'ways afflicted with it to a distressing de- 
gree, the American people exhibited an exaggerated case of 
chronic megalomania. Some one has yet to write this chapter in 
folk psychopathology. In the mind of the American business 
man, especially the real estate agents—they had not yet become 
“realtors’”—population increase was synonymous with progress. 
Unfortunately this confusion is still by no means uncommon. 
Even the conservation movement, sponsored by Charles R. Van 
Hise, Gifford Pinchot, and President Roosevelt, did little to 
bring to the people at large or to the captains of competitive 
business any real sense of responsibility for the accelerated rate 
of exploitation and waste of fixed natural inheritances of basic 
resources, as the later history of the oil and coal industries has 
abundantly shown. 

To the European peoples the war revealed in high light the 
basically vital significance of raw materials and agricultural re- 
sources. There was nothing in the war, however, to bring direct- 
ly to Americans at large such a realization. Nevertheless, by a 


“Probably the first such courses in this country were offered at the Univer- 
sity of Chicago by the late J. A. Field, at the University of Wisconsin by E. A. 
Ross, and at Oberlin College by the present writer. 
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sort of vicarious process our attention was gradually drawn to 
the problem of world-resources, especially foodstuffs, in relation 
to population and survival. Practical interest in the population 
problem was stimulated by the strain to which our productive 
resources were put to supply the allies with raw materials and to 
get foodstuffs to France and England. Academic interest in pop- 
ulation was revivified in part through the current belief, fostered 
by quotations from Bernhardi and other German imperialists, 
that at least one of the German war motives was desire to secure 
additional territory for the rapidly expanding German popula- 
tion.” The unprecedented losses of life as the war wore on and 
famine stretched its lethal touch across the continent provided a 
tragic background for this interest. How would these losses be 
repaired? What would be their effect on family relations and sex 
mores?*® Would the average lot of the surviving peoples ultimate- 
ly be better or worse than that of pre-war populations? Above 
all—and this was the focus of American questicning—would 
post-war poverty produce a surge of European emigration, head- 
ed like a tidal wave for our shores, and destined, unless we raised 
adequate barriers in time, to swamp us in a flood of unneeded 
and unwanted numbers? As things turned out, we did raise the 
barriers, in the nick of time, and thereby shoved the migration 
problem out onto the stage of international politics, where it now 
promises to play no inconsiderable rédle. 

In seeking the significant causes for post-war recrudescence 
of interest in the population problem we must not overlook the 
American birth-control movement, embodied in the vigorous and 
courageous propaganda of the American Birth Control League 

* Cf. Committee on Public Information, Conquest and Kultur: Aims of the 
Germans in Their Own Words (Washington, 1918); Jules Courmont, “La guerre 
et la repopulation,” Le Musee Sdwal, Memoires et Documents (January, 1918), 
pp. 11-13; Harold Cox, The Problem of Population (1923), pp. 80-82; G. Lowes 


Dickinson, The Choice before Us (1917), pp. 116-19. See also the more recent 
quotations in E. A. Ross, Standing Room Only? (1927), pp. 168-70. 


* Cf. for example, J. A. Field, “Economic Problems after the War,” Ameri- 
can Economic Review Supplement (March, 1917), pp. 233-37; A. B. Wolfe, 
“Economic Conditions and the Birth-Rate after the War,” Journal of Political 
Economy (June, 1917), pp..521-41; S. Se¢erov, Economic Phenomena before 
and after War (London, 1919). 
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and the Voluntary Parenthood League, and popularly personi- 
fied in Margaret Sanger. It was in the nature of sheer coinci- 
dence that this movement should come so prominently and in- 
sistently on the stage in war time, though it is quite likely that 
the quickening of moral questioning which came out of war stim- 
ulation opened the way for a more ready hearing for the propa- 
ganda than it otherwise could have secured. The stupid attempts 
of city officials and Catholic prelates to prevent meetings for the 
discussion of birth control had the usual effect of advertising the 
propaganda and quickening interest among people who other- 
wise would have been apathetically indifferent. While danger of 
overpopulation is only one of the arguments advanced by the 
advocates of birth control, the idea of population pressure was 
nevertheless given public presentation in places and on occasions 
where formerly it would not have been mentioned, or, if men- 
tioned, would have been regarded merely as a curious academic 
vagary. 

One other specific impulse to the renewed interest may be 
mentioned. That was the emphasis which John M. Keynes gave 
to the population problem in The Economic Consequences of the 
Peace (1920). Discussing “Europe before the War,” Keynes 
selected for emphasis what he regarded as the three or four great- 
est factors of instability: ‘The instability of an excessive popu- 
lation dependent for its livelihood on a complicated and artificial 
organization, the psychological instability of the laboring and 
capitalist classes, and the instability of Europe’s claim, coupled 
with the completeness of her dependence, on the food supplies of 
the New World.’” So prominent a place given to the Malthusian 
specter in the prologue of a book of this kind, so widely read at 
so psychological a moment, could not fail to bring home to thou- 
sands of readers the fact that the population problem is far more 
than an academic pastime.* ; 

7 Op. cit., p. 25. Cf. the striking passage on p. 10 about the chaining and 
the unchaining of the Malthusian “Devil.” 


* Keynes’s view, and particularly his assertion that “the law of diminishing 
returns was at last reasserting itself and was making it necessary year by year for 
Europe to offer a greater quantity of other commodities to obtain the same 
amount of food in international trade” (Economic Consequences of the Peace, 
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To whatever causes the post-war renewal of interest in the 
problem of population may be attributed, the new interest soon 
manifested itself in a phenomenal output of books and articles, 
especially in England and the United States, and to only slightly 
less extent in Germany. Closely related to the statistical and 
other analyses of population itself is the literature of natural re- 
sources, land utilization, problems of colonization, including 
tropical resources and health problems, and a certain amount of 
the literature of human geography. These are all fields into 
which, among others, the serious student of population must 
make rather extensive excursions, and in which the expansion of 
knowledge by research is a condition to general progress in pop- 
ulation research. In all these fieids there has been remarkable 
activity since the wag. A bibliography of the scientific mono- 
graphs and papers issued since 1914 and likely to be of impor- 
tance in the study of this or that aspect of the population prob- 
lem—the problem of numbers, resources, and standard of living 
—would fill a volume. In this brief survey of post-war popula- 
tion literature we cannot ignore these collateral fields, but we 
can do no more than mention some of the outstanding sources 
and contributions. 

A striking feature of the post-war period has been the num- 
ber of books dealing with population problems in the by and 
large, and intended for the general reader. The only American 
textbook on conventional lines thus far to appear is E. B. Reu- 
ter’s Population Problems (1923). Outstanding among these 
general treatments of the subject are E. M. East’s Mankind at 
the Crossroads (1923), a book which appeared at the right psy- 
chological moment and was widely read, and E. A. Ross’s Stand- 


p. 25), was challenged by Sir William Beveridge in an address before the British 
Economic Association (Economic Journal [December, 1923], pp. 447-75). Keynes 
answered the criticisms (ibid., pp. 476-86), and Beveridge came back with an 
elaborate analysis of import and export statistics in an attempt to show that 
Keynes had misinterpreted the data (“Mr. Keynes’ Evidence for Overpopula- 
tion,” Economica [February, 1924], pp. 1-20). The controversy is enlightening, 
not as proof or disproof of impending overpopulation, but as revealing the diffi- 
culty of arriving at a convincing conclusion from intricate, approximate, and in- 
complete statistical data of production and trade. 





536 A. B. WOLFE 


ing Room Only? (1927), in the United States; and in England 
Harold Cox’s The Population Problem (1923), Harold Wright’s 
Population (1923), J. Swinburne’s Population and Social Prob- 
lems (1924), Carr-Saunder’s smaller book, Population (1925), 
and P. S. Florence’s Overpopulation (1926). There was thus an 
outburst of books, and also of journal articles, about five years 
after the close of the war. Carr-Saunder’s first and larger book, 
The Population Problem: A Study in Human Evolution (1922), 
can hardly be classed as popular, though it has been widely 
cited. It devotes about half its space to the problem of quantity, 
and attempts, through extensive anthropological evidence, to 
sustain the thesis that human societies have always pursued an 
optimum population policy. Of the popular and general discus- 
sions of population, Cox’s book is perhaps the most cogent in 
thought and the most readable in style. Written simply, without 
parade of scholarship, and unburdened with an unnecessary load 
of statistics, it goes directly to the heart of the problem. No one 
can read it without being impressed. East’s book is excellent in 
parts, and contains a valuable popular presentation of potential 
agricultural resources, but is marred, in the eugenics sections 
(which so many writers appear to deem indispensable), by an 
uncritical attitude toward the unproved assumption of organ- 
ically inherited racial superiorities and inferiorities. 

It cannot be said, perhaps, that much of this new popular, or 
quasi-popular, literature has attempted any very deep analysis 
of fundamental economic and psychological forces, or that it has 
added much that is wholly new to population theory. The aggre- 
gate effect, however, is that of new contribution. Whatever the 
* shortcomings of the type of literature under consideration, it has 
done more, especially in England and America, to promote and 
extend awareness and understanding of the reality of the popu- 
lation problem than had been done for decades preceding the 
war. Students of population in its quantitative economic aspects 
may now without apology claim to be dealing with an actual, 
present problem, one of tremendous import to the national wel- 
fare and world-civilization of the immediate future, a problem 
which no reasonably well-informed and open-minded person can 
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any longer regard as a mere academic exercise, an obsession of 
astigmatic reformers, or a set of unfounded pessimistic and fan- 
ciful forebodings of disaster in a future so distant that no prac- 
tical-minded person need care anything about it. 

Curiously, the French, who before the war were so prolific 
of popular and propagandistic publications on population, have 
since the war published comparatively little.° The post-war Ger- 
man literature has been copious but dull. Much of it still reflects 
pre-war nationalism, as does the French, and a somewhat irra- 
tional solicitude over the failure of the German birth-rate to stem 
its downward course. Both French and German students, taken 
generally, have failed to break new ground or to make use cf the 
newer methods of statistical analysis now so prevalent in Eng- 
land and America. In Germany Bevdélkerungsbewegung and 
Bevélkerungs politik, in all their traditional systemization and 
exhausting statistical content, still claim the central attention.” 


II. THE REDISCOVERY OF THE GEOMETRICAL RATIO 


From the standpoint of educating the public on a problem of 
such basic importance as that of population in relation to natural 


*Among the more important post-war French books may be mentioned 
Fernand Aubertin, La Natalité (undated, but post-war); A. L. Galeot, L’Avenér 
de la Race, le Probléme du Peuplement en France (1917); Henri Lavedan, La 
Famille Frangaise (1917); René Worms, Natalité et Régime Successoral (1917); 
Alfred Krug, Pour la Repopulation et contre la Vie Chére (1918); Gaston Ra- 
geot, La Natalité, ses Lois Economiques et Psychologiques (1918); M. de Roux, 
L’Etat et la Natalité (1918); G. Dequidt, Le Statut des Familles Nombreuses 
(1923). 

* Some of the more important German books since the war are Franz 
Hitze, Geburtenriickgang und Sozialreform (1917); A. Grotjahn, Geburtenriick- 
gang und Geburtenregelung (1921); Johannes Miiller, Der Geburtenriickgang 
(1924). Of more theoretical trend are Oscar Wingen, Die Bevdlkerungstheorien 
der letzten Jahre (1915); Paul Mombert, Bevdlkerungspolitik nach dem Kriege 
(1916); and Die Gefahr einer Ubervélkerung fiir Deutschland (1919); Louis 
Kratft, Bevélkerungsprobleme, eine bevilkerungstheoretische Abhandlung itiber 
den Begriff der Uebervilkerung und Untervilkerung (1917); Julius Wolf, 
Nahrungsspielraum und Menschenzahl, ein Blick in die Zukunft (1917); Wil- 
helm Schéttler, Der Nahrungsspielraum Deutschlands nach dem Weltkrieg 
(1922). A review by Paul Mombert, “Neuere Erscheinungen zur Bevélkerungs- 
lehre und Bevélkerungspolitik,” of_ German population monographs published 
from 1922 to 1925, may be found in Archiv fiir Sozialwissenschaft und Sozial- 
politik, 56 Band, 1 Heft (August, 1926), pp. 235-45. 
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resources perhaps the most significant achievement of the post- 
war literature in England and America is its virtual rediscovery 
of the geometrical ratio, or at least its new and pointed emphasis 
on the meaning of geometrical rates of increase as revealed by 
statistics of population growth during the nineteenth century. 
While militarists and realtors were congratulating themselves on 
the phenomenal growth of population, and French patriots were 
bemoaning France’s stationary population and trying to think 
up expedients to induce a reluctant populace to have larger fam- 
ilies pour la patrie, and while the self-appointed National Coun- 
cil of Public Morals, in England, was instituting a Birth-Rate 
Commission, composed largely of the higher clergy, to inquire 
into the causes of the declining birth-rate and report remedies 
for it,’ certain persons on both sides of the Atlantic were mak- 
ing a thoughtful examination of rates of natural increase and of 
absolute increases, and rereading Malthus. 

In his Columbia doctoral dissertation, Population, a Study 
in Malthusianism,’* Warren S. Thompson, now director of the 
Scripps Institute for Research in Population Problems, Miami 
University, made an extended analysis of the relative increase of 
population and food production in the leading countries. He con- 
cluded that “the vital question to us is whether the United States 
can keep up its rate of increase indefinitely and still offer the good 
conditions of life which it does at present.” This conclusion, con- 
servatively enough expressed, was presently stated more decid- 
edly and positively by Harold Cox, editor of the Edinburgh Re- 
view.** Cox brought out distinctly the impossible numbers which 
would result from continuation, even for a ceutury or two, of 
present rates of natural increase; for instance, that England in 
the short space of 360 years would have two and a third billion 
people—a third more than the entire world’s present population. 

*See the reports of the National Birth-Rate Commission: The Declining 


Birth-Rate, Its Causes and Effects (1917), and Problems of Population and 
Parenthood (1920). 


*“Columbia University Studies in History, Economics, and Public Law,” 
Vol. LXIII, No. 3, 1915. 


“The Problem of Population (1923), chap. i. 
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He also emphasized, as the older literature never did, the magni- 
tude of absolute increases. To be told that the annual rate of 
natural increase in England and Wales before the war was 11 per 
thousand is not necessarily impressive; but when this is shown 
to mean an absolute increase of over three and a half million peo- 
ple in a decade, for whom, if they are not to starve, English in- 
dustry must find employment and subsistence, the facts of in- 
crease begin to take on rather more vivid significance. 

If we digress a moment and, following Cox’s lead, consider 
the magnitude of American population growth, we find that the 
16,000,000 increase, 1900 to 1910, was only about a million short 
of our total population in 1840. It was twice as large as the ab- 
solute increase of 1850-60, although the percentage increase 
then was 36 as against 21 in 1900-10. The percentage increase 
in 1910-20 was only 14.9, but in that decade we added 13,- 
788,000, a number nearly equal to the combined populations in 
1920 of the two empire states, New York and California, or to 
the total population of all the South Atlantic states. The excess 
of births over deaths in the Birth Registration Area in 1925 
(when our birth-rate was 21.4), was 848,000."* If the same rate 
held for the whole country, we added in 1925, by natural in- 
crease alone, considerably over a million people. How many 
persons, one may wonder, realize that even an arithmetical in- 
crease of ten million people means the addition, each decade, of 
a population equal to the 1920 population of metropolitan and 
upstate New York? It is clear that to calculate increase as a rate 
per thousand is a poor way to bring out the magnitude of current 
population growth. 

Some very striking calculations on the significance of pres- 
ent rates of increase have been made by Sir George H. Knibbs, 
statistician for the Commonwealth of Australia. His monumen- 
tal Mathematical Theory of Population appeared in 1917 in 
nearly 500 folio pages.** While much of it is probably due to the 
author’s mathematical curiosity and is of no immediate applica- 


™“ Bureau of the Census, Birth, Stillbirth, and Infant Mortality Statistics for 
1925, p. 2. 
* Census of the Commonwealth of Australia, Appendix A, Vol. I. 
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bility, and while most of it is beyond the comprehension of the 
non-mathematical reader, matter of signal interest and import is 
presented. Knibbs calculates, for instance, for each of twenty- 
six different countries, the number of years it takes population to 
double at the rates of increase current in the quinquennium 
1906-11. The period of doubling varies from 436 years for 
France to 23.6 years for Canada, that for the United States be- 
ing (on the rate for 1900-1910) ¢8.4 years) The weighted aver- 
age for the twenty-six countries is 60.1 years.’® At this rate, 
Knibbs shows, the world’s population would mount to the follow- 
ing numbers:* at the end of 50 years, 2,796,000,000; at the end 
of 100 years, 4,598,000,000; at the end of 150 years, 7,562- 
000,000; at the end of 200 years, 12,437,000,000. For the period 
1804-1914, Knibbs puts the world’s average rate of increase at 
0.864 per cent per annum, and for the twenty-six countries for 
which accurate statistics are available, 1.159 per cent per annum 
for the period 1906-11. At a rate of 1 per cent per year, the 
progeny of a single pair would in 10,000 years require the phys- 
ical mass of 1,340,000,000,000,000,000,000 (1,340 10**) earths 
to compose their bodies. To the myopic vision of the average 
man, 10,000 years are an unthinkably, and therefore a negligibly, 
long period; to the geologist they are but a fleeting moment, and 
to the anthropologist only a minute fraction of the time during 
which man has been on the earth or of the time during which he 
will probably be able to remain on it. Since statements of what 
may happen in 10,000 or even 1,000 years may fail to register in 
the mind of the average reader, it is better to draw attention to a 
shorter period. Knibbs calculates that at the rate of 0.864 per 
cent per year the world’s population would reach 7,400,000,000 
in 160 years, and the same figure in 120 years if the rate of t906— 
II, 1.159 per cent, were to continue.** Even a phlegmatic imag- 
ination should be able to envisage so short a time. 


* Op. cit., p. 31. 

““The Problems of Population, Food Supply, and Migration,” Scientia, 
I-XII (1919), 486. 

*“The World-Problems of Population. Part I, The Population Capacity 
of the Earth,” Scientia, I-X (1925), p. 250. 
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The earth’s population limit can be estimated, of course, 
only on certain assumptions as to standard of living, area of 
potentially productive land, improvement in agricultural tech- 
nique, and the degree to which the people of the world can bring 
themselves to co-operate in order to use the earth’s material re- 
sources to the best technical advantage. Knibbs notes estimates, 
involving various but reasonable assumptions, ranging from three 
to thirteen billions. While he thinks it doubtful whether the five 
billion limit will ever be attained, he concedes that science may 
enable the seven billion limit to be reached.*® The dean of Ger- 
man geographers, Albrecht Penck, puts the limit at eight billions, 
which limit, he thinks, the present rate of increase would reach 
in 300 years. Whatever limit, within reason, be taken, it is evi- 
dent that continuation of present rates of increase would bring 
us to it in avery short time.” 

Other writers who have presented similar lines of analysis 
are E. M. East," J. Swinburne,”* W. S. Rossiter,”* W. B. Pit- 
kin,** and E. A. Ross.”* Many writers point out the fact that the 
rate of population growth since the middle of the eighteenth cen- 


tury is, so far as we know, entirely unprecedented. Assuredly, 
so far as absolute human numbers are concerned, the world has 
never before witnessed anything even remotely comparable. It is 
shown by Knibbs that in view of the hundreds of thousands of 
years of man’s previous sojourn on the earth, past rates of in- 
crease must have been extremely low.” 

What are the causes of this extraordinary and astounding 


*«“The World-Problems of Population. Part II. The Conditions for the 
Maximum Possible World’s Population,” Scientia, I-XI (1925), 329, 334. 


“Tyas Hauptproblem der physischen Anthropogeographie,” Sitzungsbe- 
richte der Preussischen Academie der Wissenschaften, XXII (1924), 242-57. 


* Mankind at the Crossroads (1923), chap. iv. 
* Population and the Social Problem (1924), chaps. ii, v. 


*“The Adventure of Population Growth,” Journal of the American Sta- 
tistical Association, XVIII (March, 1923), 561-74. 


* Must We Fight Japan? (1921), chap. xxii. 

** Standing Room Only? (1927), chap. i. 

*“The Problems of Population, Food Supply, and Migration,” Scientia, 
I-XII (1919), 486. 
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_ explosion of growth? No one seriously questions Malthus’ as- 
_, sumption of the constancy of the sex instinct. The causes of the 
(a0 Tapid modern growth are of course fundamentally economic: 
the opening up of great virgin areas of fertile alluvial plains, like 
the Mississippi Valley, previously practically unoccupied, revo- 
lution in transportation facilities, and the phenomenal increase 
in capacity to produce wealth, due to modern invention, machin- 
ery, and organization. But science in another direction has made 
the high rates possible. We know from tables of birth-rates and 
death-rates that a country may have a high rate of natural in- 
crease either with a high death-rate and a high birth-rate or a low 
death-rate and a low birth-rate. When the death-rate is low and 
the birth-rate is high, the rate of natural increase is correspond- 
ingly elevated.” Medical science has brought about a very great 
reduction in the death-rate in the Western world, with a corre- 
sponding increase in the average length of life. The literature of 
this aspect of the population problem, in the medical and statis- 
tical journals, is very extensive, but since it is not essentially a 
post-war literature, we need not attempt to review it. Most gen- 
eral writers on population, however, have failed to give the de- 
cline in the death-rate more than passing notice and inadequate 
emphasis. This defect has been ably remedied by Professor Ross 
in his recent book, Standing Room Only.* In analyzing at 
length the significance of the declining death-rate, Ross makes 
a distinct and valuable contribution to population literature. 
**For convenient tables see Annuaire International de Statistique, Vol. II, 
“Mouvement de la Population (Europe)” (The Hague, 1917). 


* Chaps. ii-vii. See also F. L. Hoffman, “The Significance of the Declining 
Death-Rate,” Proceedings of the First International Conference on Race Better- 
ment (1914), pp. 23-66; Lilian Brandt, “Facts about the Death-Rate,” New 
York School of Philanthropy, Studies in Social Work, No. 7 (December, 1915); 
G. M. Kober, “Progress of Health Conservation during the Past Fifty Years,” 
U.S. Public Health Reports, XXXVIII (April 6, 1923), 725-39; League of Na- 
tions, Economic and Financial Section, Natural Movements of Population during 
the First Quarter of the Twentieth Century (1927). For more technical treat- 
ment, see Raymond Pearl, The Biology of Death (1922), and Studies in Human 
Biology (1924), Part II; R. H. Britten, “Some Tendencies Indicated by the New 
Life Tables,” U.S. Public Health Reports, XXXIX (April 11, 1924), 737-49. 
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III. LAND RESOURCES 


Estimates of the population capacity of the world or of a 
given country, if they are to be more than sheer guesses, must 
involve consideration, not only of population increase, but of the 
natural resources available to man’s utilization. The areas of 
land potentially capable of yielding food crops, with any reason- 
able application of labor and capital, and under any reasonably 
probable development of technique, the actually known and 
probable reserves of coal, indispensable metals, and fertilizer 
materials, the statistics of present crop yields, per acre and per 
capita, the history of crop yields, the facts as to the losses of 
plant food from cultivated land through leaching and erosion 
and sale of crops, the competition of the different uses of land 
for the production of foodstuffs, fibers, and lumber, the probable 
relative magnitude of other sources of food supply, such as the 
sea, and the probable degree to which the higher costs of inten- 
sive cultivation can be offset by improvement in agricultural 
methods, must all be matters of research. 

The possibility of synthetic food production on a commercial 
scale cannot be entirely ignored, but it is as yet only a possibility. 
Protein can be and is being produced commercially by growing 
yeast plants on a large scale; but that is not technically synthetic 
food production. Certain simple sugars and fats can already be 
produced in the chemical laboratory, as can nearly all the amino 
acids (into which proteins are broken down in the digestive proc- 
ess).{So some experts are ready to believe that synthetic food 
production on a large and economically feasible scale may not be 
far distant’ The crux of this problem seems to be not so much the 
chemistry involved as the immense amount of energy required.” 
Be that as it may, it is evident that should food production in 
chemical manufacturing establishments on a large scale become 
practicable, it would greatly impair the value of calculations 
based upon the productivity of world-agriculture. It might, in- 
deed, as Alsberg says, constitute a more profound social revolu- 

* On the whole subject, see Carl L. Alsberg, “Progress in Chemistry and the 


Theory of Population,” Industrial and Chemical Engineering, XVI (May, 1924), 
524 ff. 
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tion than followed the invention of the steam engine. But until 
the chemists have something more tangible to offer than at pres- 
ent, the question of the world’s agricultural resources must claim 
our attention. 

There are obviously some dynamic factors the future trend 
of which cannot be evaluated with any great degree of confi- 
dence. Such are the rapidity of decrease in the rate of natural 
increase, and whether this rate will decline because of population 
pressure or by reason of other influences, the trend and speed of 
future invention and applied science, especially as pertains to 
agriculture, and the rates at which the absolute consumption of 
fixed and irreplaceable natural resources will increase with larger 
population. The basic static facts in the problem are the fixed 
total land area, the relatively fixed areas of land capable of spe- 
cific us<2, and the fixed reserves of fuel, power, and fertilizer ma- 
terials, and of workable metallic ores. It is quite possible, of 
course, that the birth-rate, thanks to the spread of contraceptive 

_ practice, may fall sufficiently to produce a stationary population, 
and soon enough to avoid more serious pressure upon resources 
than exists at present. But there is no certainty, and indeed no 
great probability, of such an early outcome for the world as a 
whole. Not only are there countries like Japan and Italy where 
population pressure becomes more acute, to the extent of 700,- 
000 or 800,000 more people each year; we must remember that 
at the rate of our present percentage of increase the world as a 
whole is adding about 18,000,000 annually. Whether we wel- 
come such increase, or any increase at all, therefore, it is a ques- 
tion where resources for these oncoming millions can be found. 
While the cream of the habitable land has already been lapped 
up by the greed of the geometrical ratio, it is clear that the im- 
mediate future will witness much migration and settlement, and 
that untapped reserves of minerals and power will speedily be 
prospected, surveyed, and appropriated. It is consequently of 
some value, and it is not too early, to gather what information 
we can concerning the magnitude of natural reserves of all kinds. 

While there is difference of opinion as to where the shoe will 
pinch first—a shortage of food, or developing exhaustion of me- 
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tallic and fuel resources—the first need, as Sir William Beveridge 
has suggested, is investigation of the world’s potential agricul- 
tural resources.*® No serious student of population can help 
longing for a comprehensive and integrated survey of the soil 
fertility, topography, rainfall, growing season, fertilizer resources 
—in short, the potential agricultural productivity of the lands of 
the whole world, especially of the regions at present sparsely in- 
habited. But Sir William is not entirely correct in his statement 
that “there is not material even for a guess at what proportions 
of the regions—in Canada, Siberia, South America, Africa, Aus- 
tralia—now used for no productive purpose could be made pro- 
ductive.” He overlooks the investigations of Griffith Taylor and 
others on the climatology and productive capacity of Australia.** 
We have also work of Shantz and Marbut on the vegetation and 
soils of Africa.** The latter is but a beginning, it is true; never- 
theless our ignorance of African potentialities is not nearly so 
abysmal as it was when Africa was the “Dark Continent” and 
most of it labeled “unexplored” on the maps. An adequate knowl- 
edge of world agricultural resources, however, can come only 
after an enormous amount of expert research, not easily accom- 
plished in one generation. It will be some time before we have 
reasonably complete and reliable statistical data. The Inter- 
national Institute of Agriculture publishes figures of “produc- 
tive” and “unproductive” areas, but the data are very incomplete 
and can be used only with caution.**® The League of Nations has 
attempted to assemble the available numerical data on “arable,” 
“agricultural,” and “productive” areas, but statistical informa- 
tion for most regions is lacking, e.g., for the interior of Africa, all 
of South America outside of Argentina, Chile, and part of Brazil, 
all of Asia except Japan and British India—and the figures for 


“Population and Unemployment,” Economic Journal, XXXIII (Decem- 
ber, 1923), 474. 

** See second half of this article, to be published in December. 

™“The Vegetation and Soils of Africa,” American Geographical Society, 
Research Series, No. 13 (1923); H. L. Shantz, Agriculture in East Africa, a study 
by the second African Education Commission under the auspices of the Phelps- 
Stokes Fund (New York, 1925). 

* International Yearbook of Agricultural Statistics (annual). 
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all the countries given, with the possible exception of those for 
the United States, Canada, and the nations of Western Europe, 
are doubtless highly uncertain. The League itself states that the 
figures can safely be used only for comparative purposes.** The 
terms “productive area” and “agricultural land” vary somewhat 
in meaning from country to country, so that uncertainty of defi- 
nition is added to lack of surveys. 

Much work has been done on the problem of agricultural re- 
sources in the United States by the experts of the Department of 
Agriculture. In 1921 the Secretary of Agriculture appointed a 
Land Utilization Committee, with L. C. Gray as chairman and 
O. E. Baker as secretary. The main results of the Committee’s 
investigations were published in 1923.°° No complete classifica- 
tion of the land in this country has ever been made. The investi- 
gators frankly state their findings as estimates; but the estimates 
are made by experts, and are based on census statistics, reports, 
and maps prepared by the Soil Survey and Forest Service, and 
the field notes and plots of the General Land Office, supplement- 
ed by data from the Division of Agricultural Engineering, the 
Bureau of Public Roads, the United States Geological Survey, 
and various state geological surveys. The report deals with the 
present uses of our lands, land potentially available for crops, 
pasture, and forest, the nature of the increasing scarcity of land 
resources, the relation of foreign trade to present land require- 
ments, and a number of other matters, including an estimate of 
the probable numbers of people our 1,903,000,000 acres could 
support at various standards of living. This report, together with 
other contributions by Department of Agriculture experts,** has 

™ League of Nations, Population and Natural Resources (May, 1927), Pp. 3 
and Table I. 

*L. C. Gray, O. E. Baker, F. J. Marschner, B. O. Weitz, W. R. Chapline, 
Ward Shepard, and Raphael Zon, “The Utilization of Our Lands for Crops, 
Pasture, and Forest,” Department of Agriculture Yearbook (1923), pp. 415-506 
(separate No. 896). 

* ©. E. Baker and H. M. Strong, “Arable Land in the United States,” De- 
partment of Agriculture Yearbook (1918), pp. 433-41; O. E. Baker, “A Graphic 
Summary of American Agriculture,” Yearbook (1921), pp. 407-506; C. V. Piper, 
H. N. Vinall, and others, “Our Forage Resources,” Yearbook (1923), pp. 311- 
414; O. E. Baker, “Land Utilization in the United States: Geographical Aspects 
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been drawn upon heavily by a number of writers on population, 
including Knibbs and East. It is the most thorough study of 
land resources yet made, at least outside the densely populated 
countries of Western Europe. The time is yet comparatively dis- 
tant when data will be available for equally authoritative studies 
for Siberia, South America, and Africa. While it is only a begin- 
ning of the detailed and comprehensive analysis which should be 
made of our land resources, state by state, it still affords a solid 
scientific basis for gross estimates of future population capacity 
in the United States, and convincing refutation of the rosy but 
uninformed speculations, formerly common, as to the unlimited 
population our lands can support. 

Baker and his co-workers place the limit of United States 
population at 350,000,000. But they make it clear that this num- 
ber could be supported only by reducing our food and timber 
consumption to the pre-war German level and by allowing for the 
maximum economies of production shown by European experi- 
ence.*” An increase of nearly 50 per cent in our per-acre yield is 
thus assumed—a somewhat liberal assumption, perhaps, in view 
of the very slight increases shown in our past agricultural yields.** 
East, allowing 2% acres per person, which he shows to be about 
the lowest estimate reasonably possible, thinks that 200,000,000 
is about the saturation point, at the present standard of living; 
assuming that the productivity of every acre of available land 
could be doubled, which he regards as an extravagant hope, the 


of the problem,” Geographical Review, XIII (January, 1923), 1-26. See also A. 
J. Henry, J. B. Kincer, and others, “Weather and Agriculture,” Yearbook (1924), 
and various other pertinent papers in recent yearbooks of the Department of 
Agriculture. 

* “The Utilization of Our Lands for Crops, Pasture, and Forests,” Yearbook 
(1923), P. 497. 

* G. F. Warren, “Crop Yields and Prices, and Our Future Food Supply,” 
Cornell University Agricultural Experiment Station, Bulletin 341 (February, 
1914), pp. 185-95; W. S. Thompson, Population: A Study in Malthusianism, 
“Columbia University Studies in History, Economics and Public Law,” LXIII, 
No. 3 (1915), 57, 197. Unofficially, Baker puts the saturation point (at our pres- 
ent standard of living, but German rates of =gricultural yield) at 250,000,000 
(“Land Utilization in the United States: Geographical Aspects of the Problem,” 
Geographical Review, XIII [January, 1923], 15). 
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utmost figure would be 331,000,000.*° Don D. Lescohier gives 
good grounds for believing that at our present standard of living, 
and allowing a more conservative increase of one-third in per-acre 
yields, the saturation point would fall far below 300,000,000.*° 

Doubtless the most scientific method of estimating future 
population capacity is to treat agricultural yields, actual and po- 
tential, including meat and dairy products, in terms of calories. 
At this point the study of population touches intimately on phys- 
iology and diatetics. Having regard to the standard of living, 
especially the consumption of meat, it is possible to calculate the 
calory intake (including waste) of a given population. Much 
work of this nature was stimulated by the war, especially in Ger- 
many and England. In the United States the outstanding statis- 
tical work along this line has been done by Raymond Pearl, who 
was director of the Statistical Division of the Food Administra- 
tion during the war.** A. E. Taylor, director of the Food Re- 
search Institute, Stanford University, has made a survey of the 
calory needs of a population of 175,000,000 which, following 
Pearl, he assumes we shall have by 1980. He concludes that so 
far as food is concerned the country could easily support that 
number. But he sees impending danger in another direction. 

Pressure on the future domestically grown food supply will not come 
from the 160 to 170 million animal units and the 175 million human beings, 
but from the industrial demands for wood, paper, and fibers 
century-old conflict between the plough and the pasture has now become a 
conflict between the plough and the saw. . . . . When the ultimate popula- 
tion of the United States reaches 200 million, one does not see how the 
country can raise the desired primary foods, domesticated animals, lumber, 
paper, and fibers. But it is not the dietary standard which makes the pres- 
sure; it is, instead, the standards of our social and industrial living. When 
to the future problems of lumber, paper, and fibers, we add those of fuel 
and the metals, direct difficulties with the food supply appear to be so 
simple as to be relatively negligible.*? 

* Mankind at the Crossroads (1923), pp. 70, 71, 158. 

“Population and Agriculture,” Population Problems in the United States 
and Canada, edited by L. I. Dublin (1926), p. 89. 

““The Nation’s Food: A Statistical Study of a Physiological and Social 
Problem, 1920,” Studies in Human Biology (1924), chaps. xiv, xv. 

“ “Agricultural Capacity and Population Increase,” Population Problems in 
the United States and Canada, edited by L. I. Dublin (1926), pp. 109, 110. 





THE POPULATION PROBLEM 549 


This passage reveals an understanding of a fact usually over- 
looked by those who think that unlimited increases of food 
supply are to be looked for in the future. That fact is the un- 
escapable competition between the different uses of land. This 
competition is of course recognized by all the writers who deal 
scientifically with future food supply, and the principles govern- 
ing the competition have been formulated by O. E. Baker.* 
While Knibbs, East, and the Department of Agriculture experts 
limit their attention in the main to agricultural potentialities, 
Taylor and certain geologists see the possibility that population 
will be limited by fuel and power resources before the food limit 
has been reached. As noted above, Carl L. Alsberg, colleague of 
Taylor in the Food Research Institute, even regards the power 
problem as the crux of the question of future synthetic food pro- 
duction.** 


IV. MINERAL RESERVES, FUEL, AND POWER 


1. Coal and metals.—In 1865 W. S. Jevons startled the Eng- 
lish nation by his now classic analysis of English coal production 


and reserves.*° He showed clearly that if production continued 
to increase as it had been doing, the English coal reserves would 
last only a little over a century. He counted in the reserves veins 
down to a depth of 4,000 feet, 1,500 feet deeper than the deepest 
English coal mine then existing. Even were the rate of produc- 
tion to become stationary, the handwriting was on the wall. 
England’s industrial and commercial supremacy would have to 
give way in the face of the superior coal and iron ore reserves of 
America. Two coal commissions, one in 1871, the other in 1905, 
have re-examined the situation, and although the figures for the 
coal reserve have repeatedly been revised upward, no material 


““Geography and Wheat Production,” Economic Geography, I (March, 
1925), 31-35. 

““Progress in Chemistry and the Theory of Population,” Industrial and 
Engineering Chemistry, XVI (May, 1924), 524. 

“The Coal Question: An Inquiry Concerning the Progress of the Nation 
and the Probable Exhaustion of Our Coal Mines (1865), 3d ed., edited by A. W. 
Flux (1906). See also E. Hull, The Coal Fields of Great Britain: Their History, 
Structure, and Resources (1873); H.S. Jevons, The British Coal Trade (1915); 
W. Gibson, Coal in Great Britain (1920). 





550 A. B. WOLFE 


modification of Jevons’ gloomy forecast has been made.** Not 
until 1909, when the Report of the National Conservation Com- 
mission,** appointed by President Roosevelt, was published, and 
1910, when Van Hise’s Conservation of Natural Resources ap- 
peared, have we anything comparable to the startling character 
of Jevons’ classic work. Since 1910, notwithstanding the vast 
amount of research done by geologists, mining engineers, and 
agricultural and forestry experts, no general survey of the re- 
serves of natural resources in the United States has been pub- 
lished. 

It is unnecessary and impossible here to give an adequate 
account of post-war literature on metallic and coal reserves and 
production, but a few semipopular books and some of the leading 
source material may properly be noted. Scattered material may 
be found in most of the industrial and commercial geographies, 
but it is too casual to be of value. The economic geologies give 
comparatively little space to the matter which is of prime inter- 
est to the student of population—the reserves—and devote their 
exposition to the geographical distribution of the resources and 
the technology of their exploitation. Semipopular chapters on 
the world’s resources in coal, iron, petroleum, gas, water power, 
and the minor commercial metals and chemical and structural 
materials are to be found in E. C. Eckel’s Coal, Iron, and War 
(1920). The problem of reserves and conservation of coal and 
certain basic minerals in the United States is ably treated by 
C. K. Leith.** Power resources in the United States are dis- 
cussed by C. G. Gilbert and J. E. Pogue in America’s Power Re- 
sources (1921).** A striking discussion of American mineral 


“The subject is briefly reviewed by Harold Wright, Population (1923), 
chap. v. 

“ Senate Document No. 676, 60th Congress, 2d Session. 3 vols. 

“R. T. Ely, R. H. Hess, C. K. Leith, and T. N. Carver, The Foundations of 
National Prosperity, “Studies in the Conservation of Permanent National Re- 
sources” (1917), Part III. See also G. O. Smith, “Our Mineral Reserves: How to 
Make Ainerica Industrially Independent,” U.S. Geological Survey, Bulletin 599 
(1914), and “The Strategy of Minerals” (1919). 

“ The same subject is treated technically by these authors in “The Energy 
Resources of the United States: A Field for Reconstruction,” U.S. National Mu- 
seum Bulletin 102, Vol. I, 1919. 
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reserves, increased cost of mining, and the basic significance of 
energy resources in the extraction and production of raw mate- 
rials is given by F. G. Tryon and Lida Mann.” They bring out 
vividly the fact that we are now exploiting the cream of our de- 
posits (this cream in the case of certain deposits will last not 
more than a generation), and that in the future more and more 
energy—a further drain on our fuel resources—will have to be 
expended to secure a given output, with resulting higher prices 
and presumably lower standard of living. In the last analysis 
energy means fuel, and under present technique that means 
mainly mineral fuel. Extended treatment of fuel and metallic 
resources in the British Empire may be found in the Resources 
of the Empire (London, 1924); 12 vols. Non-technical analy- 
sis of the fuel and mineral resources of the Orient is given by 
H. Foster Bain, Ores and Industry in the Far East (1927). Dif- 
ference of opinion among experts has existed as to the magnitude 
of coal and iron deposits in China. The present trend is toward 
a great reduction in former estimates. Bain states that the re- 
serves are far better known than is commonly supposed, and 
that they have been grossly overestimated in the past. The same 
view is expressed by C. K. Leith.** One geologist goes so far as 
to say that the Chinese would exhaust their coal reserves in fif- 
teen years if they used as much per capita as we do in the United 
States. The dependence of the modern steel industry on miner- 
als, such as manganese, vanadium, nickel, and molybdenum, the 
known reserves of which are strictly limited, is described by J. E. 
Spurr.** 

* “Mineral Resources for Future Populations,” Population Problems in the 
United States and Canada, edited by L. I. Dublin (1926), chap. viii. 


™ Vol. IV, Fuel, by G. W. Andrew; Vol. VIII, Ferrous Metals, by M. S. 
Birkett, and Non-Ferrous Metals, by N. M. Penzer. 

"= “The Mineral Resources of the Far East,” Foreign Affairs (April, 1926), 
433-42. 

® “Steel-Making Minerals,” Foreign Affairs, IV (July, 1926), 601-12. See 
also C. E. Julihn, “The Practical Need for International Conservation of Min- 
erals,” Annals of the American Academy of Political and Social Science, CXII 
(March, 1924), 189, 190; Council of Foreign Relations (New York), “Mineral 
Resources and Their Distribution as Affecting International Relations,” Proceed- 
ings of the Conference (January 6, 1922). 





552 A. B. WOLFE 


Turning to the source material, data on mineral production 
in the United States are provided annually by the Geological 
Survey in The Mineral Resources of the United States, and in 
The Mineral Industry, published annually by the McGraw-Hill 
Company. For United States coal reserves the most authorita- 
tive reference is M. R. Campbell, The Coal Fields of the United 
States (Geological Survey, Professional Paper 1oo-A, 1917). 
For world coal reserves the central source of information is the 
report of the Twelfth International Geological Congress. This 
report represents world-wide co-operation among experts and 
was a great undertaking. It probably must be used with caution, 
however, if only because exploration of coal reserves has made 
notable progress since 1913. It has been adversely criticized on 
a number of technical grounds; nevertheless, it remains the one 
centralized body of statistics on the subject.*° 

The rate of consumption of coal, as compared with that of 
other fuels and sources of power, has recently been analyzed, 
from the latest official data, by F. G. Tryon. He brings out sta- 
tistically the pronounced and highly undesirable tendency to 


substitute oil for coal. He also shows how small a percentage of 
our energy is derived from water-pawer plants."* 

For iron ore reserves we have no centralized collection of 
data as late as that for coal. The primary source on world-re- 
serves of iron ore is the report of the Eleventh International 
Geological Congress.” H. H. Campbell, following up the data 
contained in this report, calculates that reserves would last 800 





“The Coal Resources of the World (Toronto, 1913). 3 vols. and Atlas. 


“See note in Geographical Review, XIV (April, 1924), 316-18, and F, 
Frech, Die Kohlenvorrdte der Welt (Breslau, 1917). 

“Relative Rate of Growth of Coal, Oil, and Water Power,” U.S. Bureau 
of Mines, mimeographed circular, W.C.R. No. 472 (July 31, 1926). See also F. G. 
Tryon, W. F. McKenney, and E. E. Finn, “Relative Rate of Growth Shows Fur- 
ther Inroads of Oil on Coal Consumption,” U.S. Bureau of Mines, 1926 (mimeo- 
graphed), abstracted, with diagrams, in Coal Age {August 19, 1926). 

"The Iron Ore Resources of the World (Stockholm, 1910). 2 vols. and 
atlas. 
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years at the 1917 rate of production, but will be exhausted by 
1990 if production increases as it has in the past."* 

2. Petroleuam.—The present importance of liquid fuel (pe- 
troleum) is obvious. Nevertheless, gasoline and fuel oil, as long 
as the supply of coal holds out, are not necessities. The size of 
the reserves of fuel oil has little bearing on the possibilities of 
future population growth. The potential supply of lubricating 
oil is a different matter. The exhaustion of gasoline and fuel oil, 
unless substitutes are found, will merely change our mode of liv- 
ing somewhat. But exhaustion 
mean_a breakdown of our machine technique, a revolution jn 
production and standards of living, and without much doubt a 
great reduction in population capacity. Statistics of reserves and 
production of oil (other than lubricating) have not the essential 
interest to the student of population that those for coal have. 
Nevertheless the rate of use of petroleum is indicative of the 
headlong pace at which teeming populations equipped with mod- 
ern technological knowledge and the impulse to make money can 
exhaust a fixed natural resource. According to Tryon and 
Mann,” 65 per cent of the energy consumed in the United States 
in 1923 came from coal, 22 per cent from oil and natural gas, and 
only between 4 and 5 per cent from water power. Oil, the re- 
serves of which are small, is being used in a variety of ways in 
which coal would serve. 

Oil reserves are far less certainly known than those of coal. 
The Federal Oil Conservation Board estimated in 1926 that the 
reserves in wells of proved sands in the United States amounted 
to about 4,500,000,000 barrels. This is theoretically only six 





*<Tron Ore Reserves of the World,” Iron Age, XCIX (1917), 51-53. See 
also J. F. Kemp, “The Outlook for Iron,” Smithsonian Institution, Annual Re- 
port, 1916 (Washington, 1917), pp. 289-309; Great Britain, Department of Sci- 
entific and Industrial Research, Advisory Council, Report on the Source and 
Production of Iron and Other Metalliferous Ores (London, 1918); E. C. Harder 
and F. T. Eddingfield, “Iron Ores of the World,” Engineering and Mining Jour- 
nal, CIX (May 8, 1920), 1060; Max Roesler, “The Iron Ore Resources of Eu- 
rope,” U.S. Geological Survey Bulletin 706 (1921). 


” “Mineral Resources for Future Populations,” Population Problems in the 
United States and Canada, edited by L. I. Dublin (1926), chap. viii. 
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years’ supply. No reliable forecast of the oil in new fields, yet 
to be discovered, can be made, but it is significant that the num- 
ber of dry holes in exploration is increasing. Nor is it possible to 
say how much of the oil now left in the ground when a field is 
abandoned may eventually (when prices are high enough) be 
recovered. It is estimated that present methods recover only 
from one-sixth to one-fourth of the oil in the sands. William A. 
Hamor® in 1922 looked for exhaustion in seventeen years, even 
at the production rate of 1919, 378.8 million barrels (as com- 
pared with 755.8 million in 1925). Tryon and Mann place the 
life of the reserves at from ten to twenty years, while David 
White has predicted shortage in twenty years.°* Provided the 
use of oil for power and heat where coal would serve the purpose 
does not increase, these estimates, recent as they are, must be 
revised upward. 

A few years ago automotive engineers were more worried 
than they are just at present over the outlook for the gasoline 
supply. In the meantime notable advances in petroleum technol- 
ogy—the cracking process and the German discovery of a com- 
mercially practicable method of distilling gasoline from coal, not 
to mention somewhat less wasteful methods of exploitation in the 
oil fields—have diminished fears for the immediate future. For 
the past year or two new fields have been pouring crude oil into 
the market far beyond current needs. It is probable that the 
optimism even of hard-boiled engineers rises and falls with the 
curve of production and the discovery and decline of new fields. 
Taking a steadier view of the outlook, however, it seems fairly 
evident that cheap gasoline from crude petroleum is a luxury 
which the world has not long to enjoy. 

But there are the oil shales. G. Russell Smith asserts that 


© Report (1926), Part I, p. 6. 

" Ibid., p. 10. 

® Bacon and Hamor, “The Problems of the Petroleum Industry,” American 
Fuels, IL (1922), 1191. 

* Loc. cit., p. 127. 


““The Petroleum Resources of the World,” Annals of the American Acad- 
emy of Political and Social Science (May, 1920), p. 20. 
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our oil shales contain enough oil to last us a century—presum- 
ably at the present rate of consumption.** C. A. Norman says 
“generations,” basing his judgment on Geological Survey esti- 
mates of the reserves. Even the best of the shales, however, can 
be utilized only when the price of oil is much higher than now. 
Shales yielding 30 gallons of crude oil per ton could probably be 
worked commercially when crude reaches a price of five dollars 
a barrel—twice the 1926 price. Even from shales yielding as low 
as 10 gallons per ton, Norman thinks that gasoline could be pro- 
duced at 50 cents a gallon, but of course the price would be much 
higher to the consumer.®* More than one writer notes that to 
furnish our present output of crude oil would require a shale 
mining industry comparable in magnitude with the coal mining 
industry. 

With the end of cheap gasoline practically in sight, specula- 
tion easily turns to other sources of fuel for internal combustion 
motors. The production of power alcohol from corn, potatoes, 
and various waste products is technically practicable, though of 
doubtful economic feasibility. The subject is too speculative to 
be followed up here, especially as engineering experts do not 
agree.*® It must not be forgotten, however, that whatever agri- 
cultural land is devoted to crops, to produce alcohol reduces by 
that much the area available for production of food and fibers. 

3. Water power.—While power engineers know that hydro- 
electric plants can supply but a fraction of our energy needs, 
even supposing all available water-power sites to be developed 
to 75 or 80 per cent of their theoretical efficiency, the popular im- 
pression seems to be that water power constitutes a practically 


® Industrial and Commercial Geography, new ed. (1925), Pp. 439. 

* “The Economical Utilization of Liquid Fuel,” Ohio State University En- 
gineering Experiment Station Bulletin No. 19 (July, 1921), p. 40. 

* U.S. Geological Survey, Bulletin 641 (1916). 

See Norman, loc. cit., pp. 41 ff.; E. C. Jeffrey, Coal and Civilization 
(1925), P. 53. 

For contrasting opinions on the possibility of substituting alcohol, from 
corn or potatoes, for our present consumption of gasoline, see Norman, op. ctt., 
pp. 33-37, and Boyd, “Motor Fuel and Vegetation,” Journal of Industrial and 
Engineering Chemistry, XIII (1921), 836-41. 
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limitless source of energy. Uncertain as the estimates of coal and 
iron reserves are, those of water power potentialities seem to be 
still more so. The only convenient summary of actually devel- 
oped and of potential hydro-electric power for the various coun- 
tries and the world as a whole is that given by the United States 
Geological Survey in 1921."° According to this estimate the 
world has potentially available, on the assumption that “75 per 
cent of the theoretical power from flow available at least 75 per 
cent of the time” can be utilized, 439,000,000 horse power, of 
which 190,000,000 are in Africa. North America is credited with 
62,000,000 potential horse power of which, in 1921, 12,210,000 
were already developed. A later and very ambitious presentation 
of world water-power resources is given in the Transactions of 
the First World Power Conference,"* the first volume of which 
deals with “the power resources of the world, available and util- 
ized.” Unfortunately, however, it gives no summary either by 
continents or for the whole world, and is too technical to be used 
readily by the layman. : 

According to Sir Richard Redmayne, “it has been estimated 
that the energy which might economically be taken out of water- 
falls is about 60 per cent of the energy of the present output of 
coal.’”** How greatly estimates of potential water-power re- 
sources may differ is shown by a comparison of the estimate of 
the United States Geological Survey with an estimate by Dr. 
Svante Arrhenius, cited by Sir Richard Redmayne.” It is as 
shown in Table I. t 

Certain questions in connection with the use of hydro-elec- 
tric power should not be overlooked, although they involve 
technical matters on which no layman can express an opinion 
and on which engineers will probably be cautious in committing 
themselves. The first of these questions relates to the supply of 
copper for transmission lines.’* It is possible that there are not 

" World Atlas of Commercial Geology (1921), Part II, pp. 38, 39. 

"= London, 1924. § vols. 

™ Transactions of the First World Power Conference (1924), I, 435. 

* Ibid., p. 447. 

On copper reserves and production the reader may refer to F. H. Hatch, 
“The World’s Copper Production,” Geological Magazine (January, 1921); J. R. 
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sufficiently large copper reserves to supply the wire and other 
equipment needed for the ‘complete electrification of economic 
production or the complete utilization of available water power 
—at least without greatly increasing costs and raising the prices 
of other goods in the production of which copper is an essential. 
Engineers at present, however, appear to have no fear of a cop- 
per famine. It is probable also that metallic substitutes for 
copper may be perfected. Another, and perhaps less speculative, . 
question relates to the geographical situation of water power. 
The bulk of the power sites are in mountainous regions. In the 


TABLE I 








Horse Power Horse Power 
(Millions) per Inhabitant 








236 
160 
North America . 160 
South America.......... 04 
65 
Australia 30 











WES htwanccdaane 745 .45 average 





United States the vast central plains area is comparatively desti- 
tute of power sites. The St. Lawrence River and the Laurentian 
Plateau are exceedingly rich in reserve power, but the sites are 
at a great distance from centers of population and sources of 
raw material (other than wood pulp). This fact is emphasized 
by the opponents of the St. Lawrence waterway and power proj- 
ect."° Whatever the merits of this objection, optimists may urge, 
of course, that the engineers will find a way to transmit power 
cheaply and with small waste over much greater distances than 
are now feasible. Nevertheless it is a bit difficult to see how, for 
instance, the enormous power resources of Africa, poor in metal- 
lic resources, can be made available to the peoples of Europe, 


Finlay, “Copper,” Foreign Affairs, IV (October, 1925), 123-33; C. K. Leith, 
“Conservation of Certain Mineral Resources,” in Ely, Hess, Leith, and Carver, 
The Foundations of National Prosperity (1917), pp. 227-32. 


* E.g., by Harold G. Moulton in a lecture at Ohio State University, Febru- 
ary, 1928. 
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unless there is a wholesale shift of population toward the equato- 
rial regions. 

4. Other possible sources of energy——If convinced that coal 
reserves will be exhausted in a few hundred, or at farthest a few 
thousand years, and that the potential water power from flowing 
streams is altogether insufficient to meet even present energy 
needs, the optimist easily turns his mind to tidal motors,"* wind- 
mills, and solar engines.” We cannot here discuss these possibil- 
ities. Suffice it to say that there is no commercially practical 
solar engine in sight, and that power engineers do not seem to be 
hopeful with regard either to windmills or tidal motors as future 
sources of power in large amounts. Certain French engineers 
have proposed to utilize the difference in temperature between 
surface and deep-sea water; others speculate on the possibility 
of utilizing the earth’s internal heat;** one writer of standing ad- 
vances the idea that human inventiveness may in time devise a 
method of using solar raciation in photosynthesis without the 
mediation of plant chlorophyl.”® Finally, the most incorrigible 
optimists of all are tuose laymen who refuse to be concerned be- 
cause they think that “science will find a way” to unlock and 
utilize the internal energy of the atom. Persons who count on 
this should read Sir Ernest Rutherford’s presidential address 
before the British Association for the Advancement of Science.*° 


**On the possible use of tidal power see N. Davey, Studies in Tidal Power 
(London, 1923); E. Finchot, Les Marées et leur Utilisation Industrielle (Paris, 
1923). 

* A. Remshardt, “Sonnenkraftmachinen,” Zeitschrift fiir des Vereines Deut- 
scher Iugenieure, LXX (January 30, 1926), 159-62. 

* L. P. Breckinridge and others, “Subterranean Heat as a Source of Power,” 
Mechanical Engineering, XLVII (December, 1925), 1175-78. 

"H. A. Spoehr, “Photosynthesis and the Possible Use of Solar Energy,” 
Smithsonian Institution Publication No. 2729 (1924), also in Smithsonian Report 
for 1922, pp. 175-85. See further speculations on future power resources in H. L. 
Doherty, “Our Future Sources of Energy,” Industrial and Engineering Chemistry, 
XVIII (September, 1926), 1062-64; J. B. S. Haldane, Daedalus (1924). 


” Proceedings (1923), pp. I-24, see especially pp. 19-22. Also in Nature, 
Supplement (September 15, 1923). 
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It is obvious that estimates of the length of time our various 
natural resources will last depend not only on the physical quan- 
tity of these resources respectively but also on the rate of con- 
sumption. An element of great uncertainty is here encountered. 
For the rate of consumption of most resources, especially coal, 
oil, and the minerals, has tremendously increased in recent dec- 
ades, although the rate of increase now shows some tendency to 
slacken. Moreover, there is the problem of the interrelation of 
the rates of consumption of the various resources. In some cases 
we have joint utilization, e.g., water power and copper; in others, 
alternative utilization, or substitution, e.g., coal and oil, or coal 
and water power. Technological changes, therefore, make it im- 
possible to assume that the relative consumption of the various 
resources will remain substantially what it is now. Ignoring this 
problem of the future effects of joint and alternative utilization, 
the question remains, What rate in general shall we assume? 
Shall we proceed on the assumption of a curve of consumption 
rising at about the same rate at which ‘it was rising from 1900 to 
1914, or shall we assume that consumption will soon settle down 
to a constant rate at about the present level, or may we assume a 
declining consumption? The rate of production of fuel and 
power and the rate of population increase are not independent 
variables; they are functions of each other. Total, and not per 
capita, consumption must in any case have the primary consider- 
ation, since it is the absolute, rather than the per capita, amount 
of coal, or iron, or phosphorus taken out of the earth each year 
that will determine how long the reserves will last. 

As the available supplies of fixed natural resources decline, 
the real problem will be, not how much increase of population 
can be supported, but how, with decreasing resources and in- 
creasing costs of their utilization, the standard of living of a sta- 
tionary population can be maintained. 


[To be continued] 
A. B. WoLFE 
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THE RATE OF INCREASE OF THE MONETARY 
GOLD STOCK OF THE UNITED STATES 
I 
HE purpose of this article is to correct the notion, preva- 
| lent both in this country and in Europe, that the rate of 
increase of gold monetary stock in the United States since 
1913 has been “unprecedented.” A question of fact is involved. 
Our gold stock increased from $1,870,000,000 at the middle of 
1913 to $4,560,000,000 at the middle of 1927. Is this rate of 
growth more rapid than that prevailing before 1913? This ques- 
tion does not express any doubt that the absolute size of our stock 
of gold is “unprecedented.” It expresses doubt that the rate of 
growth since 1913 has been “unprecedented.” 

So firmly established in banking circles is the conventional 
view that many will at first consider it almost absurd to question 
that view. On the other hand, if a careful survey of the facts in- 
dicates that the conventional view is wrong, very important con- 
sequences follow for financial policy. Our expectations of fu- 
ture economies in the use of gold, of future demands by the 
United States upon the world’s current production of gold, of 
future exports or imports of gold by the United States, of future 
primary and secondary expansion of bank credit in this country, 
of future trends of the commodity price level, of future policies 
of central banks at home and abroad—these and many other 
basic attitudes depend upon the answer we adopt to the ques- 
tion of fact: Has our increase of gold been “extraordinary,” 
“abnormal,” or “unusual”? 


II 
Figures of monetary gold stock of the United States are 
available in the reports of the Director of the Mint and, for re- 
cent years, in the monthly bulletins of the Federal Reserve 
Board. Between 1896 and 1913 the United States stock in- 
creased from about $589,000,000 to about $1,870,000,000. The 
560 
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stock more than tripled during a period of 17 years. The annual 
compound rate of increase was 6.9 per cent. 

Between 1913 and 1927 the United States stock increased 
from about $1,870,000,000 to about $4,560,000,000. Although 
the absolute amount of increase is very great, nevertheless the 
annual rate of increase is not unusual. The annual compound 
rate of increase is only 6.6 per cent. This rate is slightly less 
than that in the pre-war period. 

The validity of the comparison depends somewhat upon the 
length of pre-war period selected for study. As shown by Chart 
I, gold stock was relatively low in 1896 and was rapidly aug- 
mented during the three years following. 

The dependence of estimated rates of increase upon the se- 
lection of a starting-point is evident from the following table: 


UNITED STATES GOLD STOCK: ANNUAL COMPOUND 
RATES OF INTEREST 
Annual Rate Per Cent 


Period (Middle-of-the-Year Data) 
Oe ) nn er ay cL 


1899-1913. , : , P i Be 
IQI3-1927 . , : ‘ , a: ee 


Obviously the pre-war rate falls somewhere between 4.8 and 
6.9. From experimentation with various averages as base pe- 
riods, centering around 1896 and 1899, the writer concludes that 
a rate of not less than 6.0 per cent should be adopted as a meas- 
ure of the pre-war growth. This rate approximately coincides 
with that which has prevailed from 1913 down to the present 
date. In light of this evidence the notion that gold has accumu- 
lated at a remarkable and unprecedented rate since the begin- 
ning of the World War is seen to be in error. 

By way of further reinforcement of this position we may 
consider a set of figures derived from end of the year records of 
gold stock instead of from middle of the year records. 

UNITED STATES GOLD STOCK: ANNUAL COMPOUND 
RATE OF INCREASE 
Pestod Annual Rate Per Cent 
(End-of-the-Year Data) 
1896-1913. i r ‘ ; « wa 
1899-1913. ‘ ‘ : , A s sg 
IQI3—1927 . . ‘ - . ; - ee 
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The result of this table is to lower the estimated rate after 
1913 and to raise it before 1913. This result is more favorable 
to the writer’s proposition than the previous result obtained 
from the middle-of-the-year figures. It is conservative, there- 
fore, to work from the middle-of-the-year figures, and wherever 
data are available such figures will be used in the balance of this 
discussion. 

The annual rate of increase for the whole period, 1896 to 
1927, is 6.2 per cent. This rate is shown graphically by Chart I. 


CHART I 
UniTEp States Gotp Stock: RATE OF INCREASE 1896-1927 


Million 
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Ratio Scale 


The straight line trend is the line of least squares fitted to the 
logarithms of yearly gold stock. 

This trend line is used not because it gives the best fit to the 
original data but because for the particular purpose of compar- 
ing trends before and after 1913 it is a useful guide. 


III 


The foregoing estimates make no allowance for movements 
of the price level. However, the story is not complete until the 
relationship between gold stock and price level is taken into ac- 
count. Clearly, a given increase in gold stock is one thing if 
prices are stationary and quite a different thing if prices are rap- 
idly changing. It is necessary, therefore, to compare rates of in- 





RATE OF INCREASE OF MONETARY GOLD STOCK 563 


crease of gold stock before and since 1913, after price inflation 
and deflation have been eliminated. The process of elimination 
consists of dividing gold stock by the proper price index. 

The selection of the proper price index is a matter of some 
importance. The most comprehensive measure would be Carl 
Snyder’s composite index. This index does not differ materially 
from a cost-of-living index for the period under survey. How- 
ever, some economists prefer a straight wholesale commodity in- 
dex. It has, therefore, been decided to apply both a wholesale in- 
dex and Snyder’s composite index to the original data of gold 
stock.” 

The annual rates of increase of gold stock, deflated by Sny- 
der’s index, are shown in the following table: 


GOLD STOCK DEFLATED BY SNYDER’S INDEX: 
ANNUAL RATES OF INCREASE 


. Annual Rate Per Cent 
Period (Middle-of-the-Year Data) 


1896-1913. . ‘ . , ; . 
1899-1913. ‘ ‘ ; 4 ; : | + 
IQ13-1027 . : ; " ; ; s 8 


It is obvious that the post-1913 rate is not abnormally high. 
The pre-1913 rate equals or exceeds the subsequent rate, ac- 
cording as 1899 or 1896 is taken as the starting point of the 
earlier period. 

The following table presents a similar comparison, using 
wholesale prices: 


GOLD STOCK DEFLATED BY B.L.S. WHOLESALE INDEX: 
ANNUAL RATES OF INCREASE 


: Annual Rate Per Cent 
Period (Middle-of-the-Year Data) 


1896-1913. ; ; : : ; . ee 
1899-1913. ‘ ‘ ‘ . . ie 
IQI3-1927 . ‘ = ‘ . es 


*The wholesale index is the Bureau of Labor Statistics index back to 1890 
and Joseph L. Snider’s index prior to 1890. For the latter, see Review of Eco- 
nomic Statistics (April, 1924). Carl Snyder’s composite index is a weighted com- 
posite of four groups (wholesale, rents, cost-of-living, and wages) from 1880 to 
1913, and a revised weighted composite of ten groups since 1913. For a brief de- 
scription of the revised index, see Monthly Review, Federal Reserve Bank of 
New York (February 1, 1928), p. 13. 
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The post-1913 rate exceeds the earlier rate if 1899 is taken 
as the starting-point, but falls below it if 1896 is taken. Owing 
to the instability of wholesale prices and of gold stock during 
the late nineties, it is well to use five-year averages as estimates 
from which to calculate the annual rates of increase. Thus, if 
we compare the average for the five years ending 1899 with that 
for the five years ending 1913, we find a 3.7 per cent yearly rate 
of increase between the two periods. If we compare the average 


CHART II 


Gop Stock DEFLATED BY SNYDER’s CoMPOSITE INDEX: 1880-1927 


Million 
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for the five years ending 1913 with the five years ending 1927, 
we find a 3.5 per cent yearly rate of increase. Hence, when this 
check is applied to the calculations, we are brought to the con- 
clusion that the rate of increase since 1913 has not been out of 
line with the rate before 1913. 

A long-range view of rates of increase at various periods 
may be obtained from Chart II. The period covered, 1880 to 
1927, represents nearly a half-century of gold history. The rec- 
ord is not carried back to earlier years because the country was 
on a fiat standard from 1861 to 1879. The straight-line trend is 
the line of least squares fitted to the logarithms of yearly gold 
stock deflated by Snyder’s index. The yearly rate of increase for 
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the whole period is 3.2 per cent. The close alignment of post- 
war gold stocks with the long-time trend is apparent. 

If we take the 14-year periods before and after 1913 and 
compare the rates of increase, we have the results shown on 
Chart III. The two lines are directly comparable because they 
are drawn on a ratio chart. The temporary dip in the war years 


CHART III 


Gop Stock DEFLATED BY SNYDER’s CoMposITE INDEX 
14-YEAR Pertops BEFORE AND AFTER 1913 
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does not distort the movements over the periods in their entire- 
ty. The similarity of rates of increase for the two periods is man- 
ifest. 


IV 


It is wholly outside the scope of this article to forecast what 
the future trend of gold stock in the United States will be. Like- 
wise, it is wholly outside the scope of this article to appraise the 
importance of future economies in the use of gold. These are 
vital problems, but they are entirely irrelevant to the problem 
just discussed, which has been the determination of what the ac- 
tual trends of gold stock have been. 

Confining attention, therefore, to actual trends, we may 
properly inquire what amount of new gold would be required if 
the trend of the past 25-30 years were to continue during the 
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next few years. What strain would such a trend place upon the 
gold mines of the world? 

Since the actual trend from 1896 to 1927 was about 6.2 per 
cent, and the stock at the end of 1927 was about $4,380,000,000, 
the next year’s increment would be about $271,000,000. Each 
successive year the increment would be greater, since the total 
is compounding. 

This estimate makes no allowance for price changes. We 
may make such allowance by using deflated gold stocks. The 
rate of increase of such stocks from 1899 to 1927, deflated by 
Snyder’s index, was 2.6 per cent per anum. If this rate be ap- 
plied to the gold stock at the end of 1927, it yields an increment 
for the year following of about $114,000,000. By adopting these 
points of comparison, we obtain maximum and minimum esti- 
mates of projected requirements. 

There is no prediction here, expressed or implied, that the 
actual trend requirement will be either 271 or 114 millions. 
There is only the calculation that if the rates of the past were to 
continue, these increments would be called for. 


V 

Carrying this carefully limited inquiry one step further, we 
may ask what drain such increments would place upon the an- 
nual new world-gold production available for monetary uses. 

The annual new gold production available for money may be 
taken as the world output less the amounts consumed in the in- 
dustrial arts and in the Orient for hoarding purposes. To illus- 
trate, estimates for the year 1926 are as follows: 


WORLD-GOLD PRODUCTION AND CONSUMPTION, 1926 


Goldproduction . . . . .  . $400,000,000 
ae : . 90,000,000 
Orient : : : ; . ‘ . 130,000,000 

Available asmoney . ‘ " ; . 180,000,000 


Under existing conditions of gold production and consump- 
tion the average annual amounts available for money are not 
likely to exceed $200,000,000 nor to fall below $160,000.000. A 
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conservative middle-of-the-way estimate would be $180,000,- 
000.” 

Obviously, this sum falls far short of the United States re- 
quirement of $271,000,000, if the actual rate of increase from 
1896 to 1927 were to continue during the next few years. It ex- 
ceeds the requirement of $114,000,000 if the deflated rate of 
increase from 1899 to 1927 were to continue, but in this case 
leaves a balance of only $66,000,000 new gold product available 
for the monetary stocks of the rest of the world. In brief, in or- 
der to continue during the next few years the rate of increase in 
gold stock which has prevailed since 1899, after allowance for 
price inflation has been made, the United States would have to 
consume each year during the next five years about two-thirds 
of the new gold produced each year available as money. 

A balance of only $66,000,000 new gold money for the rest 
of the world would be only about 1.4 per cent increase of present 
stock annually. In order to satisfy a secular trend of growth of 
2.6 per cent in the gold stock of the United States it would be 
necessary to reduce the secular trend of the rest of the world to 
about 1.4 per cent. 


VI 

Finally, the problem presents itself of ascertaining the pos- 
sible sources of a new gold stock for the United States of about 
$114,000,000 yearly during the next few years. Domestic pro- 
duction is almost entirely consumed in the industrial arts. In 
1925, domestic production was $50,000,000, and domestic con- 
sumption in the arts, $36,000,000. In 1926 the respective 
amounts were 48 and 43 millions. Hence at a conservative esti- 
mate under existing conditions not more than $15,000,000 of 
the yearly product of the gold mines of this country is available 
for money uses. This leaves about $100,000,000 of new gold to 
be derived annually from specie imports. 

This dependence upon the outside world for new gold stands 
in sharp contrast to the pre-war situation. The year 1913 may 
be selected as a fairly typical illustration of the earlier situation. 


* Revised estimate contained in the Harvard Economic Service, Weekly Let- 
ter (July 23, 1927), p. 192. 
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GOLD OF THE UNITED STATES, 1913 


Output of domesticmines . . .  . $89,000,000 
Consumedindomesticarts .. . «38,000,000 
Surplus availableas money . : : . 51,000,000 
2.6 per cent of existing gold stock . : . 48,500,000 


Under pre-war conditions the United States could have 
maintained a 2.6 per cent annual increase in gold stock without 
any net importation of gold. Under present conditions the Unit- 
ed States could maintain a 2.6 per cent annual increase only by 
net importation of about $100,000,000 of gold. Here is a far- 
reaching shift in our dependence upon the rest of the world, in 
our specie shipments, and in our international balance of pay- 
ments. 

VII 


The writer has been at pains to emphasize that this article 
is not concerned at all with an estimate of the future economies 
in gold usage or with a forecast of exactly how much gold will be 
needed in order to sustain a given price level. To introduce these 
issues, important as they may be, would be to confuse and side- 


track the present argument. If any person wishes to contend 
that in the future we shall need only 1 per cent annual increase 
in gold stock, this article has no quarrel with him. The proposi- 
tion here defended is solely that the gold stock of the United 
States has not increased since 1913 at any unusual, extraordi- 
nary, or unprecedented rate. This is true whether actual or de- 
flated data for gold stock are used as the basis of computation. 

If the rate of increase of the past, with price inflation elimi- 
nated, were to continue during the next few years, the United 
States would require about two-thirds of the annual new gold 
produced in the world and available as money, and would re- 
quire net gold imports of about $100,000,000 annually. 

Although the discussion relates to questions of fact rather 
than of theory or of policy, nevertheless the determination of 
fact is of vital importance to financial theories and policies 
which are world-wide topics of discussion. In a subsequent ar- 
ticle the writer will deal with issues of theory and policy which 
grow out of the estimates here presented. 
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SOCIALISTIC THEORIES OF IMPERIALISM 
PRIOR TO THE GREAT WAR 


OCIALIST thought between 1890 and 1914 can conven- 
S iently be divided into two schools: the strict Marxian 
group and the revisionist or possibilist group. Both aim 
at the revolutionary object of establishing the socialist state, but 
in the matter of the tactics by which this goal may be achieved 
they differ, the former clinging to Marx’s theory of an impend- 
ing social revolution, while the latter are convinced that success 
can be attained only by the slow process of evolution. The more 
moderate Revisionists were, until the Amsterdam congress of 
the International in 1904, inclined to active co-operation with 
liberal non-socialistic parties, hoping thereby to accomplish the 
piecemeal conquest of characteristically socialist objectives, 
whereas the true followers of Marx were always unalterably op- 
posed to a fraternization, which they were certain would lead to 
social and economic heresy. The post-war cleavage between 
Communism and Socialism is more important than the pre-war 
differences between Marxians and Revisionists, but the present 
study will be confined to the earlier period. 

It was inevitable that these two divergent groups should find 
themselves at odds also on the question of imperialism and co- 
lonial policy. In the beginning, Socialists were content merely to 
condemn all foreign expansion, but as the Revisionist movement 
grew, and as the importance of the problem came to be recog- 
nized, a more lively interest was manifested, with the result that 
a fairly clear division of opinion was effected. All Socialists 
agree that modern imperialism and colonial administration are 
completely identified with the institution of capitalism. But 
they differ in one important respect: the orthodox wing insists 
emphatically that capitalism is the one and only cause of imperi- 
alism; the moderate Socialists hold that the impulse to foreign 
expansion does not arise primarily out of capitalism, but out of 
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the needs of an advancing society. Out of the disagreement on 
this point it is possible to trace the progressive divergence of the 
two branches. 


A. THE ORTHODOX MARXIANS 


Everywhere and always, according to the lineal descent of 
opinion from Karl Marx, the cause of colonial expansion has 
been the same. The empires of Sidon, Tyre, Athens, and Rome 
were founded in response to the economic urge; the barbarian 
invasions and the crusades were essentially economic move- 
ments. And as the institution of capitalism progressively as- 
sumes complete sway in the affairs of men, in exactly the same 
proportion does it more and more completely explain imperial- 
ism as we approach the modern age, until today colonial expan- 
sion is “one of the organic manifestations of the capitalist ré- 
gime.’” It is true, of course, that Karl Marx himself seems to 
have considered colonies more as causes of modern capitalism 
than as its product,/but he wrote his book* before the dawn of 
modern industrial and financial imperialism, and he devotes very 
little space to a consideration of the phenomenon. His faithful 
followers, however, apply his method of reasoning and arrive, 
though with differences of opinion on details, at the same gen- 
eral conclusion, namely, that foreign expansion is but another 
manifestation of the class struggle.* 

The total absence of econumic organization which they con- 


* Cf. post., p. 579. 


* Paul Louis, “La colonisation sous la Troisitme République,” Revue So- 
cialiste, XXV (January, 1897), pp. 24-27; Le colonialisme (Paris, 1905), pp. 5; 
21-23. Rosa Luxemburg, Die Akkumulation des Kapitals, Ein Beitrag zur Gkono- 
mischen Erklérung des Imperialismus (Gesammelte Werke, Vol. VI), (Berlin, 
1923). Parvus (pseud.), Die Kolonialpolitik und der Zusammenbruch (Leipzig, 
1907), Pp. II. 

* Karl Marx, Capital: A Critical Analysis of Capitalist Production (Fred- 
erick Engels, editor; translated from the third German edition by Samuel Moore 
and Edward Aveling, London, 1896), pp. 775, 778-79. 


“Rosa Luxemburg’s work, cited supra, is devoted entirely to an analysis of 
imperialism from the Marxian point of view; the same is true of Nikolai Lenin, 
Der Imperialismus als jiingste Eiappe des Kapitalismus (Bibliothek der Kom- 
munistischen Internationale, Vol. IX), (Hamburg, 1921), and of Karl Kautsky, 
Soszialismus und Kolonialpolitik (Berlin, 1907). 
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sider to be inherent in the capitalistic régime, the establishment 
of anarchical competition into a system, together with the opera- 
tion of the surplus value theory, result in chronic overproduc- 
tion, necessitating a constant expansion of the market—this the 
Marxian Socialists firmly believe to be the underlying explana- 
tion of modern imperialism.° Industrialization leads to the estab- 
lishment of protective tariffs whereby manufacturing capital 
secures 2 monopoly on the home market; thereupon there ensues 
a desperate struggle between the capitalists of all industrial na- 
tions for the control of the non-protected markets and for the 
sources of raw materials. Lenin carries the analysis farther 
(his book was written in 1915), and claims to demonstrate the 
practical fusion of industrial and financial monopolies into what 
he denominates Finanzkapital, but agrees with other Marxian 
commentators that imperialism is produced by the desire of the 
capitalists to dispose profitably of their industrial and financial 
surplus.” Yet Lenin criticized Kautsky severely for stating that 
imperialism is a policy of capitalism; his own view is that it is 
“the monopolistic stage of capitalism,” part and parcel of the 
whole system.* Almost all Socialists of the radical complexion 
agree that colonial exploitation is so vital a necessity to the con- 
tinued existence of the capitalist system that it could not long 
continue without it;° but they also agree that by the extension of 

° The theory of surplus value, so basic in all Socialist economic thought, is, 
naturally enough, the first formula in their explanation of the origin of imperial- 
ism. So obvious does this appear to them that, with few exceptions, they omit 
this preliminary step in the deductive process and explain imperialism almost 


wholly in terms of economic anarchy. Rosa Luxemburg, op. cit., pp. 1-15, and 
Otto Bauer, in various writings, begin with the Mehrwertstheorie. 


* Louis, Le colonialisme, pp. 30-33. William Morris states the theory clearly 
as early as 1891 in chapter xv of News from Nowhere. 

More moderate Socialsits agree with other students of imperialism that over- 
production and investment play an important part in the process, but that ex- 
clusive emphasis upon them is “unhistorical.” Cf. post, pp. 578 and Parker 
Thomas Moon, Imperialism and World Politics (New York, 1926), pp. 24-28. 

* Lenin, op. cit., pp. 26—43, 61. * Ibid., pp. 90-92. Italics are mine. 

* Louis, Le colonialisme, pp. 34, 92. Luxemburg, oP. cit., p. 361. Rudolf Hil- 
ferding, Das Finanzkapital (Vienna, 1910), p. 470. 

Otto Bauer, “Die Kolonialpolitik und die Arbeiter,” Neue Zeit, XIII (April- 
September, 1905), p. 415, however, differs. 
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the system of overproduction to the whole world, capitalism is 
only digging its own grave by creating everywhere the very con- 
dition from which colonial investments represent an attempt at 
escape.*° 

The Socialists of the old Marxian school are fairly well unit- 
ed in condemning colonialism as a Machiavellian device em- 
ployed by capital in its war upon labor. By appeals to patriot- 
ism, missionary fervor, or zeal in civilization work, the upper 
classes can keep the lower not only at the business of extending 
their markets, but out of mischief at home.** Going even far- 
ther, some of them maintain that the merchant and manufactur- 
ing classes, perceiving that they may be forced to depend upon 
the military forces for protection against a proletarian revolu- 
tion, have actually maintained colonies as training grounds for 
the army.* The obvious and easily contrived argument that cap- 
ital, by moving industries to backward countries, may confront 
the civilized worker with the competition of cheap unorganized 
labor and thus reduce him to respectful docility has not, of 
course, escaped notice.” 

The stock arguments of all imperialists—national patriot- 
ism, overpopulation, and the “superior race’’ fetish—these the 
orthodox Socialists categorically denounce as pure propaganda 
originated by the capitalists. The theory that the industrial na- 
tions belong to a superior race, and that therefore their rights 


* Lenin (op. cit., pp. 110-11) contends that the concentration of interna- 
tional capital in the hands of a few great consortia is the culmination of the proc- 
ess of pauperization which Marx heralded, and, therefcre, that imperialism leads 
straight to the social revolution. Cf. also Hilferding, op. cit., pp. 470-77. 


* Paul Louis, “La politique extérieure de la Troisitme République,” Revue 
Socialiste, XXVI (August, 1897), pp. 129-31. Franz Mehring, Geschichtc der 
deutschen Sozialdemokratie (Stuttgart, 1906-9), IV, pp. 337-39; cf. also Walter 
E, Weyl, American World Policies (New York, 1917), pp. 149-50. 


“Franz Mehring, “Imperialistisches,” Neue Zeit, XXIII (April-September, 
1905), PP. 393-96; op. cit., IV, pp. 339-41. 

* Gabriel Deville, Principes socialistes (Paris, 1896), p. 82. Henry N. Brails- 
ford, The War of Steel and Gold (London, 1917), pp. 82-83. Louis, “La coloni- 


sation sous la Troisiéme République,” loc. cit., p. 38. 
For a statement that this argument is fallacious, cf. Moon, of. cit., pp. 


537-38. 





SOCIALISTIC THEORIES OF IMPERIALISM 573 


take pre-eminence over those of a more backward stage, is quite 
irreconcilable with the fundamental socialistic tenet that man- 
kind is a natural unity.“ | 

Orthodox Marxian Socialists are convinced that no good can 
come from a movement which is so deeply rooted in the capital- 
istic system as is imperialism. The effect of subordination upon 
the native populations, they say, is an open book writ so large 
that he who runs may read. The results harvested by the colo- 
nizing nation itself, they hold to be quite as deleterious, though 
not so easily determined. 

When a backward, tropical race (and only tropical countries 
are any longer open to colonization) comes under the dominion 
of an industrial or commercial nation, some form of forced labor 
is admittedly likely to be instituted. Tropical natives, satisfy- 
ing their simple needs with the products of a bountiful nature, 
though acclimatized, know little of productive labor; whereas 
the climate renders the importation of European labor impracti- 
cable; the compulsion of native labor remains, therefore, if not 
the only, at least the most obvious, recourse. To this servitude 
in all its forms moderate as well as radical Socialists are general- 
ly opposed. Personal slavery they consider almost preferable, 
for then the owner at least has a vested interest in the life of the 
slave. But forced labor, with its legal fiction of personal free- 
dom, the Socialists consider as a typical brain-child of the capi- 
talist system.** Some form of enslavement, if not total extermi- 
nation, the orthodox Socialists maintain, is the only possible 
result to the native population from capitalistic imperialism; the 
moderate branch takes a view that is somewhat less severe.** 

The results to the colonizing nation itself they hold to be 
quite as deplorable. The commission and condonement of bru- 
talities in the colonies will inevitably brutalize the public con- 
science at home; the habitual exercise of military power in the 

“ Brailsford, op. cit., pp. 75-76. Jean Jaurés, Histoire socialiste, 1789-1900 
(Paris, 1900-1909), XII, p. 235. Louis, op. cit., pp. 28, 46, 61. Bauer, op. cit., 
P. 475. 

* Cf., e.g., Louis, Le colonialisme, pp. 60-74. 

* Cf. post., pp. 580-81. 
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dependencies can result only in the moral degradation represent- 
ed by the spirit of miltarism. Attendant upon an increase of 
faith in the efficacy of force there is always a diminution of trust 
in the legislative, or representative, branch of the government, 
an alarming strengthening of the executive arm, whether by vol- 
untary grant of the people or by arbitrary exercise of “emergen- 
cy” executive powers.** The argument that the interests of labor 
require the products of the colonies, one to which the Revision- 
ists have “succumbed,” the orthodox Marxians reject with con- 
tempt. Otto Bauer is willing to admit that immediate conse- 
quences may be the stimulation of industry and a consequent in- 
crease in the demand for labor, but with all other Socialists of 
his particular confession he is confident that the export of capi- 
tal will eventually result in the stagnation of vital industries, 
and that the industrialization of the colonies will finally produce 
a restriction of the markets of European industry as well as 
throw the European workingman into a mortal competition with 
cheap, unorganized colonial labor.** In the protective tariff, so 
widely advertised as a boon to the workingman, they see only a 
clever capitalistic device whereby unnatural industries are fos- 
tered, the supremacy of capital assured, and whereby the laborer 
is forced, in his capacity of consumer, not only to bear the whole 
burden of production, but to guarantee the profits of the capi- 
talist class while its members engage in the refined sport of se- 
curing control of the world-market by the process of “dump- 
ing.””*® 

It is always a matter of great moment to Marxian Socialists 
how the class conflict and the eventual crash of the social revo- 
lution will be affected by new economic developments. With re- 
gard to imperialism, they are unanimous that it contributes di- 
rectly and powerfully to that progressive pauperization of the 

* Bauer, op. cit., pp. 488-89. Louis, op. cit., passim, and “La colonisation 
sous la Troisitme République,” Joc. cit., pp. 155-58. 


* Bauer, op. cit., pp. 481-83; “Die Kolonialpolitik und die Arbeiter,” loc. 
cit., pp. 336-41. Paul Louis, Les étapes du socialisme (Paris, 1903), p. 321; “Le 
partage de la Chine,” Revue Socialiste, XX VII (April, 1898), pp. 391-94. Parvus, 
op. cit., pp. 19-20, 129. 

* Bauer, op. cit., pp. 464-60, 477-78. Parvus, op. cit., pp. 121-23. 
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middle classes which is so clearly prophesied in the Communist 
Manifesto, that it leads visibly to the concentration of interna- 
tional capital in the hands of a small group of powerful bankers, 
and that it perceptibly hastens the process of capitalistic devel- 
opment in the direction of the social revolution. In proportion 
as that which they call the economic anarchy of capitalism be- 
comes more widespread, the recurring financial shocks inherent 
therein will become more severe; and in proportion as those 
crises become intensified, small aggregations of capital will be 
unable to weather them.”® The industrialization of the colonies, 
they hold, will only extend the process to the whole world, and 
eventually cause the consciousness of class to become more dom- 
inant than the consciousness of nationality.** The twentieth cen- 
tury afforded the spectacle of the fusion of great masses of in- 
dustrial and financial capital, both intent upon the monopolistic 
exploitation of new regions; this movement convinced the more 
scrupulous followers of Marx that the culmination of the his- 
toric capitalistic development must be near at hand.” 

In every conceivable manner, they argue, imperialism adds 
to the misery of the lower classes. They agree with the conten- 
tion, by no means that of radicals alone, that colonial rivalries 
have become the most fruitful cause of war. Because it is the 
great source of actual conflict, it naturally becomes the cause of 
the exhausting race in armaments with its tremendous cost to 
ia aati ak ae in direct financial outlay, but in the cur- 
tailment of every cultural and constructive expenditure. The 
old-line Socialists ridicule the claim of the colonialists that the 
money spent in the dependencies is devoted to the advancement 
of civilization; money is spent, they vehemently affirm, for the 

* Louis, Le colonialisme, pp. 7, 104-7. Bauer, op. cit., p. 477. Luxemburg, 
op. cit., pp. 361, 478. 

™Paul Louis, “L’Imperialisme Anglo-Saxon,” Revue Socialiste, XXIX 
(March, 1899), pp. 273-74. Karl Liebknecht, Militarism (New York, 1917), pp. 
26-27. Mehring, op. cit., IV, p. 351. William English Walling, The Socialists and 


the War (New York, 1915), pp. 16-19, shows that Karl Kautsky held the same 
belief. 


* Lenin, op. cit., pp. 90-91. Hilferding, op. cit., p. 477, “In dem gewaltigen 
Zusammenprall der feindlichen Inateressen schligt schlieslich die Diktatur der 
Kapitalmagnaten um in die Diktatur des Proletariats.” 
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maintenance of troops and a civil bureaucracy of sinecures, and 
thereafter nothing remains to advance the cause of civilization. 
These increased burdens of armament, war, and administration 
the proletariat must bear in the form of higher taxes. The Marx- 
ians are not wholly agreed on the profitableness of the invest- 
ment from a purely capitalistic point of view,”* but they are 
unanimous in believing that whatever profits there may be will 
always go undivided to the capitalist class. And, finally, to make 
a dark picture utterly black, they point to the prospect of total 
loss of all vested interest in colonial possessions by the impossi- 
bility of any one nation defending its colonies against any su- 
perior combination of naval power.” 

It follows naturally from their view of the causes and re- 
sults of imperialism that the orthodox Marxians will hear of no 
compromise therewith. Since capitalism is the cause of imperial- 
ism, and since the latter phenomenon merely fulfils a fundamen- 
tal natural law which it is futile to oppose, namely, the progres- 
sive enrichment of the few and the corresponding pauperization 
of the many, orthodox Socialism condemns colonial aggrandize- 
ment, but refuses to consider the problem separately from that 


of which it is a part—capitalism. All effort to milden, direct, or 
improve colonial policy they hold to be a waste of effort—yes, 
even pernicious, in so far as that will retard the great day of the 
social revolution. Therefore it becomes the duty of every sincere 
Socialist to prepare for the downfall of capitalism, which alone 
can profit the victims of imperialism by putting an end to it.” 


* Louis, Le colonialisme, pp. 75-84, one of the earlier commentators, main- 
tains that profits are far from commensurate with the actual expenditure; herein 
he has the support of the English liberal Socialist, Leonard Woolf, Empire and 
Commerce in Africa (London, 1919), pp. 316-37, and of the eminent pro-colony 
economist of France, Arthur Girault, The Colonial Tariff Policy of France (New 
York, 1916). Lenin, op. cit., passim, and Hilferding, op. cit., passim, on the other 
hand, are sure that colonies redound to the profit of capital. 


™ Bauer, op. cit., passim. Louis Boudin, Socialism and War (New York, 
1916), pp. 44-80. Brailsford, op. cit., pp. 63-73. Louis, Le colonialisme, passim. 
Luxemburg, op. cit., passim. 


* Bauer, op. cit., pp. 487-91. Louis, Le colonialisme, pp. 289-94. Mehring, 
op. cit., IV, pp. 342-43. Karl Radek, “Der neue Marokkokurs Deutschlands,” 
Neue Zeit, XXIX (April-September, 1911), pp. 649-59. 
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Nevertheless, not even the strict Marxian Socialists are willing 
to leave the oppressed native populations to the remorseless op- 
eration of this “economic law.” They hold that as long as a na- 
tion has colonies, it is responsible for the welfare of their inhab- 
itants, and should do for them what it does for its own citizens. 
The administration should be honest and efficient; economic life 
should be improved; and the work of cultural civilization should 
be pressed. But beyond this bare minimum they hold that good 
Socialists ought not to go; therefore the orthodox group severely 
criticizes the Revisionist section for advocating the preparation 
of a distinctively Socialist colonial policy. “It is possible to 
dream of a Socialist colonial policy,” writes Charles Rappoport, 
one of the more extreme Socialists of France, “but in the reality 
of capitalism it can only be capitalistic. That should need no 
comment.””° 
B. THE REVISIONISTS 


In the last decade of the nineteenth century there sprang 
into being within the ranks of Socialism a movement of dissent 
from the hard-and-fast economic formulas of Karl Marx. It 
marked the beginning of the transition of Socialism from the 
revolutionary to the evolutionary ideal.” Eduard Bernstein, 
who in a period of exile had lived among the Fabian Socialists of 
England, precipitated the cleavage in Germany; in Belgium the 
movement was represented by Terwagne and Vandervelde; in 
France, by Eugéne Fourniére, Etienne Buisson, Albert Thomas, 
and Jean Jaurés. These leaders were very sensitive of a great 
danger: that their school of social and economic thought might 
lose its contact with the living forces of the present world and 
degenerate into a dogmatism which would set Marx up as an 
authority, instead of the scientific methods by which he arrived 
at his conclusions. 

*“Marokko und die Kolonialpolitik Frankreichs,” Neue Zeit, XXVI (Oc- 
tober—March, 1907-8), p. 757. Louis, Le colonialisme, pp. 289-94. Lenin, op. cit., 


p. 111. Radek, “Zu unserem Kampfe gegen den Imperialismus,” Neue Zeit, XXX 
(April-September, 1912), pp. 197-08. 

™ Cf., in this connection, the excellent article by Emile Vandervelde, “Ten 
Years of Socialism in Europe,” Foreign Affairs, III (New York, Juiy, 1925), 
P. 559. 
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On the question of imperialism the new tendency differen- 
tiated itself from orthodox Marxianism quite clearly. Oppo- 
nents of capitalism, whether in the colonies or at home, they 
continued to remain; but they disagreed as to the proper method 
of combat, putting their faith rather in a gradual infiltration of 
their ideas into the mass of the citizenry through the contacts 
afforded by a reasonable co-operation with other liberal parties 
than in the prospect of a somewhat visionary social revolution. 
At any rate, they were convinced that when Socialism should 
eventually become the government it would be convenient to 
have in readiness for immediate execution a distinctively social- 
istic policy for dealing with such colonies as the state should 
then possess. The Marxians, true to their belief that all colo- 
nial undertakings were rooted in capitalism, refused to divert 
their effort from the removal of the fundamental evil to the ad- 
ministration of pills and plasters. The Revisionists did not be- 
lieve that capitalism alone could explain the phenomenon of for- 
eign expansion, but believed that even the Socialist state would 
require colonies, at least for a time, and therefore demanded the 
formulation of a policy. ‘This moderate group furthermore con- 
tended that the lack of any such policy was a serious handicap 
in the work of educating the masses to Socialism. Fourniére 
stated their attitude succinctly: “To become a great party in a 
country whose leading policies impel it upon the quaking soil of 
alliances, ententes, secret clauses, and encirclements is a peril to 
us who are so badly armed, still more badly informed, and so 
enveloped in our doctrine that we resemble a warrior with a hel- 
met that prevents him from seeing the enemy.””® 

From the difference in point of view concerning the causes 


* Eugéne Fourniére, “D’Amsterdam a Iena,” Revue Socialiste, LVIII (Oc- 
tober, 1913), p. 345; “La politique coloniale et le Parti Socialiste,” Revue So- 
cialiste, XLVII (February, 1908), pp. 112-17. Louis Goulut, Le socialisme au 
pouvoir (Paris, 1910), pp. 197 ff. Henri Van Kol, “Kolonialverbrechen,” Neue 
Zeit, XVII (April-September, 1899), pp. 837-45. Modeste Terwagne, “Kongo- 
frage, Kolonialpolitik, und Sozialdemokratie,” Sozialistische Monatshefte, X1 
(July-December, 1907), pp. 639-44. Emile Vandervelde, La Belgique et la Congo 
(Paris, 1911), pp. 267-69. Etienne Buisson, “Mouvement colonial,” Revue So- 
cialiste, LIT (November, 1910), 466-67. Albert Thomas, “Le Parti Socialiste et sa 
doctrine,” Revue Socialiste, LITI (May, 1911), p. 409. 
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of modern imperialism all other disagreements between Marx- 
ians and Revisionists on the other aspects of the question may 
be said to spring. The latter refuse to accept capitalism as the 
whole and only reason for expansion. They insist strongly that 
the phenomenon. is as much sociological and psychological as 
economic, that advanced societies actually require the products 
of backward regions, and would do so under Socialism as well as 
under capitalism, and that the desire for growth is natural in 
every healthy social group.” To the strict Marxian dictum that 
the workingman has no fatherland, the Revisionists rejoin a flat 
denial. They are emphatic in holding that under the present sys- 
tem the worker does have a real stake in the nation to which he 
belongs, and therefore he cannot be blind to the advantages that 
he may reap from his own country’s possession of colonies. They 
freely admit that international rivalry for colonial possessions is 
far from being an ideal state of affairs, but they agree that un- 
der the existing situation the laboring class cannot expect that 
any government shall assume an exceptional position of self- 
denial. They feel that it is useless to indulge in a doctrinaire op- 
position, and that the ends of pure Socialism will best be served 
by frankly facing facts. With these facts as points of departure, 
they argue, Socialism ought to lay plans for the future.*° 

On the real nature of the benefits derived by the civilized 
workingman from colonial possessions the Revisionists are unit- 
ed. Modern industry requires their products of raw materials 
and always will require them, even in the Socialist state; and to 
consign the tropics to non-production, native dances, and tribal 
feuds merely out of sentimental squeamishness would be the 
height of folly. Bernstein, convinced that Socialism would ulti- 
mately come, not by world-wide revolution, but by the gradual 

* Eduard Bernstein, “Die Kolonialfrage und der Klassenkampf,” Sozialis- 


tische Monatshefte, XI (July-December, 1907), p. 989. Goulut, op. cit., pp. 206, 
211-15. 

* Eduard Bernstein, Voraussetzungen des Sozialismus und die Aufgaben der 
Sozialdemokratie (Stuttgart, 1904), pp. 150-51, 146-47; “Die internationale Poli- 
tik der Sozialdemokratie,” Soszialistische Monatshefte, XIII (May-September, 
1909), pp. 613-24. Louis Goulut, “L’imperialisme,” Revue Socialiste, L (August, 
1909), pp. 709-24. Heinrich Cunow, “Unsere Interesse in Ostasien,” Neue Zeit, 
XV (October—March, 1896-97), pp. 805-11. 
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conquest of political power within nation after nation, was of the 
opinion that the first states which should go over to Socialism 
would find it very necessary not to be dependent upon capital- 
istic states for raw materials—in other words, that they must 
possess colonies. Max Schippel and Richard Calwer grew enthu- 
siastic over the proposal to produce cotton for German textile 
mills in the African possessions of Germany; and Gerhard Hil- 
debrand was convinced that only a close alliance of the western 
European powers against Japan, China, Russia, and the United 
States could assure to their industrial workers a constant flow of 
the agricultural products so necessary as raw materials." As 
moderate a Revisionist as Jean Jaurés considered it to be the 
duty of French diplomacy to guard the interests of the French 
worker, “in order that a part of the foreign markets, in China or 
elsewhere, shall be assured to the peaceful penetration of our in- 
dustry, which is a necessary condition of good wages for the pro- 
letarian class.””** 

The Revisionists look u,on colonialism as a valuable means 
of spreading the area of civilization, if conducted with that end 
in view and not merely as a device for fattening the purse of the 
capitalist. \As early as 1891, Benoit Malon, in France, looked 
forward to the inauguration of Socialism as the beginning of a 
colonial policy which should have for its aim the education of 
backward peoples to an equal degree of civilization with that en- 
joyed by others, and the bringing of undeveloped areas into pro- 
duction.’ Jaurés considered this civilizing duty the sum of the 
obligations of the proletariat in the matter of colonial policy.” 

™ Fourniére, “La politique coloniale et le Parti Socialiste,” loc. cit., pp. 
117-19. Henri Van Kol, “Uber Kolonialpolitik,” Sozialistische Monatshefte, VIII 
(July-December, 1904), pp. 605-6. Jean Jaurés, Discours parlementaires (Paris, 
1904), I, pp. 127-28. Max Schippel, “Tropenerschliesung und europidische Wirt- 
schaftsentwickelung,” Sozialistische Monatshefte, XII (January-April, 1908), 
pp. 81-91. Richard Calwer, “Kolonialpolitik und Sozialdemokratie,” Sozialistische 


Monatshefte, XI (January-June, 1907), p. 198. Gerhard Hildebrand, Die Er- 
schiitterung der Industrieherrschaft und des Industriesozialismus (Jena, 1910). 


™ Jaurés, first speech at the congress of Bordeaux (no title), Revue Social- 
iste, XX XVII (May, 1903), p. 555. 


* Benoit Malon, Le socialisme intégral, premiére partie, histoire des theories 
et tendances générales (Paris, 1892), pp. 396-98. Jaurés, op. cit., p. 130. 
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Vandervelde and Bernstein were agreed that savage and semi- 
savage peoples must be taken into the governmental tutelage of * 
groups that were :nore advanced, and that the duty of Socialism 
was to recognize that negative anti-colonialism is barren, and, 
furthermore, that it must counteract the spirit of conquest and 
the thirst for immediate profis; thereupon Socialism must for- 
mulate a program of peaceful, civilizing penetration.** The dis- 
placement of a non-producing population by one which will 
produce, the Revisionists consider a step toward a better civili- 
zation. They hold—and they quote Karl Marx himself in sup- 
port of their tenets—that the right to the use of the soil properly 
belongs to those who can use it best. Therefore native rights are 
at most only those of pre-emption. In the words of George Ber- 
nard Shaw: “The State which obstructs international civiliza- 
tion will have to go, be it big or little. That which advances it 
should be defended by *!1 the Western Powers. Thus huge China 
and little Monaco may share the same fate, littie Switzerland 
and vast United States the same fortune.”*® 

The question whether the employment of force is admissible 
in the civilizing work of colonization is a very embarrassing one 
to the moderate Socialists. Whereas they always profess their 
desire for peaceful penetration, some of them are frank enough 
to admit that certain combinations of circumstances necessitate 
and legitimize the use of constraint. The right of a colonizing 
nation to defend its possessions against ruthless savage peoples 
is clearly recognized by Francis de Pressensé;** Fourniére is 
sure that a Socialist government would have bombarded Casa- 
blanca just as Clemenceau did in 1907;*" and Van Kol declared 

“ Vandervelde, op. cit., pp. 217-20. Bernstein, “Die Kolonialfrage und der 
Klassenkampf,” loc. cit., pp. 989-96. 


* Goulut, op. cit., pp. 216-19. Bernstein, op. cit., pp. 150-51. Shaw is quot- 
ed by Edward R. Pease in History of the Fabian Society (New York, 1916), pp. 
135-36. 

* Journal officiel, débats parlementaires, Chambre des Députés, 2d. session 
(November 10, 1904), p. 2370. 


* Fourniére, “La politique coloniale et le Parti Socialiste,” Joc. cit., pp. 
117-19. 
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before the International at Stuttgart, in 1907, that even Social- 
ism would have to arm its agents in the civilizing mission.” 

On the basis of their theories, the Revisionists have attempt- 
ed to formulate suggestions for a Socialist colonial policy. The 
first essential of any such program, they insist, is that it must be 
directed toward the protection and the improvement of the na- 
tive populations; and in any action toward this end they have 
the support of the orthodox Marxians. Vandervelde maintains 
that since all areas suitable for occupation are now in the pos- 
session of advanced colonizing powers, this question of the con- 
structive development of the colonies is the only one with which 
Socialism need concern itself. To this end, then, all Socialists 
agree that schools and hospitals should be established, good and 
honest government provided, and economic development pro- 
moted by all the means of the mother-country.* On the ques- 
tion of the legitimate duration of the control of the advanced 
state, Socialists differ greatly. (Orthodox Marxians insist that 
immediate cessation of such overlordship must be the desire of 
all of their number; on the other hand, there are a few Revi- 
sionists who candidly glory in the national strength which the 
possession of colonies implies; *° the French parliamentary So- 
cialists, led by the moderate Revisionist Jaurés, stood consist- 
ently, as long as Morocco was still a bone of contention between 
France and Germany, for international, rather than national, 
control, thereby foreshadowing the mandate system.** Most Re- 
visionists, however, feel that under existing international cir- 
cumstances the only course for them to pursue is to work for 
the advancement of the native populations to the point where 


* Septiéme congrés socialiste international, tenu @ Stuttgart du 16 au 24 
aokt, 1907. Compte rendu analytique, publié par le Sécretariat du Bureau So- 
cialiste International (Brussels, 1908), pp. 319-23. 


* Van Kol, “Die Kolonialpolitischen Aufgaben der sozialistischen Parteien,” 
Sosialistische M onatshefte, XIV (May-August, 1910), pp. 1047-52. Vandervelde, 
“Die Sozialdemokratie und das Kolonialproblem,” Joc. cit., p. 830; op. cit., pp. 
172-73, 219-20. 


“ Goulut, op. cit., pp. 225-30. 


“Cf. the article by Jaurés, “International Arbitration from a Socialistic 
Point of View,” North American Review, CLXXXVIII (August, 1908), pp. 
188-08. 
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they may safely be granted autonomy, All are agreed that the 
colonial stage can be but(transitory,/and that in the society of 
the future all peoples will, while retaining their individuality, 
approximate such a general norm of civilization that they will 
be associated together as equals.** 

The Revisionists are agreed, however, that this degree of 
civilization can be attained only through the economic improve- 
ment of the colony and the consequent stimulation of a higher 
standard of life, for to dream of a high culture without a founda- 
tion of material well-being is but to dream. In bringing about 
this appreciation in value they would keep uppermost in mind 
the interests of the native population, and only secondarily those 
of the colonizing country. As for the interests of capital, they 
deny that they are any more friendly to laissez faire in Africa 
than they are in Europe. An integral part of this process must 
be a comprehensive system of industrial education, in which the 
natives are to be taught the value of labor and of leadership. 
The moderate Socialists have been in the front ranks of those that 
have condemned forced labor in the Congo and elsewhere, yet a 
few of them have not hesitated to declare that, since native labor 
alone can cultivate the tropics, some system of compulsory work 
is necessary until the natives shall have learned the lessons-of 
civilization, shall have acquired a greater consuming capacity, 
and therefore shall be willing to toil for their own good and that 
of society, provided always that such labor as shall be demanded 
shall be primarily for the good of the laborer. Forced labor for 
the benefit of capital they utterly reject. In so far as it is possi- 
ble, they believe, collective ownership of land should be pre- 
served and the introduction of the wage system avoided; but 
some of them are convinced-that the stage of capitalism is a via 
crucis which every people must traverse on its way to the So- 
cialist state, and that there is nothing to be gained from trying 
to prevent it.** 

“ Vandervelde, “Die Sozialdemokratie und das Kolonialproblem,” Joc. cit., 


Pp. 830; op. cit., pp. 215-17. Buisson, “Mouvement colonial,” loc. cit., pp. 471-73. 
Van Kol, “Uber Kolonialpolitik,” loc. cit., p. 612. 


“ Vandervelde, op. cit., pp. 221-28, 249-58, 190-98, 209-14, and 238-49. 
Buisson, “Mouvement colonial,” loc. cit., pp. 468-74. Goulut, op. cit., pp. 219-24, 
270-73. Van Kol, “Uber Kolonialpolitik,” Joc. cit., p. 613. 
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C. OFFICIAL DECLARATIONS OF THE INTERNATIONAL 


The Marxians and the Revisionists eventually came to grips 
in the International on the proper Socialist attitude toward co- 
lonial expansion. And the consistent success of the former group 
in securing the adoption of its resolutions is incontrovertible tes- 
timony of its strength. The First International lived its brief 
span of years and disappeared without pronouncing itself on the 
problem of modern imperialism, which was then in its infancy. 
Even the Second International gave the matter only summary 
consideration at first: thus, at Zurich, in 1893, the growth of 
Socialism was declared without any debate to be the only reme- 
dy for such dangers as the Anglo-French tension over Siam; ** 
and at the London congress, in 1896, a resolution was adopted, 
again with almost no debate, which William English Walling, 
the American Socialist, styles the “historic expression” of the 
International on this subject—a resolution which simply con- 
demned colonial politics as capitalistic activity.** It was not till 
1900, at Paris, that colonialism was accorded a place on the cal- 
endar, and then only fifth place. The rampant imperialism of 
the years 1897—1900, exemplified in the Boer War, the Spanish- 
American War, and the Boxer affair, emphasized the importance 
of the problem; and the growth of Revisionism constituted a 
challenge to merely platitudinous expressions.) Although one of 
the leading exponents of the new point of view, Henri Van Kol, 
a former governor of Java, led the discussion and reported the 
resolution, no great deviation was ventured from the line laid 
out at London. The time and the circumstances of the meeting 
(the effort to suppress the Boxers was at its climax) were unfa- 
vorable to anything but a denunciation of the deeds then in proc- 
ess of commission. The Bernstein group did not attempt to press 
its views, but maintained a discreet silence; only a French So- 

“ Protocoll des Internationalen Soszialistischen Arbeiterkongresses, Zurich, 
1893. Herausgegeben vom Organisationskomite (Zurich, 1894), pp. 20-30; Les 


congrés socialistes internationaux. Ordres du jour et resolutions, publié par le 
Bureau Socialiste International de Bruxelles (Gand, 1902), p. 87. 


“Walling, op. cit., pp. 40-41. Augustin Hamon, Le socialisme et le con- 
grés de Londres (Paris, 1897), pp. 144, 151-52; Les congrés socialistes interna- 
tionaux, Pp. 29. 
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cialist from the colony of Guadaloupe urged the adoption of 
a definitive and constructive policy. Therefore the resolution 
which embodied the official opinion of the Paris congress was 
anything but temperate. Capitalistic colonialism was unreserv- 
edly condemned, and all Socialist deputies in legislative assem- 
blies pledged to oppose it in whatever form. It is significant, 
however, in view of subsequent developments, that nowhere was 
colonial policy as such denounced; and it is difficult to avoid a 
suspicion that the modifying adjective was purposely inserted 
by Van Kol as a strategic maneuver, for to capitalistic colonial 
policy the moderate Socialists were also opposed.*° 

When the International convened for its next congress at 
Amsterdam in 1904 the Revisionists were prepared to demand 
consideration. The resolution there adopted, furthermore, marks 
the highest point of their success in committing the Internation- 
al to their views on colonial expansion, a success, however, 
which was destined to be short lived. The problem of foreign 
action was given second place on the calendar, but even here it 
did not receive adequate discussion, due to the preponderance of 
the question of Socialist participation in bourgeois governments. 
The overwhelming victory won by the Marxians in this latter 
contest practically sealed the doom of the Revisionist desires in 
the other matter, although the Amsterdam pronouncement dif- 
fered materially from the traditional declarations. Two special- 
ists in the colonial problem, Hyndman, of England, and Van 
Kol, of Holland, presented reports, the former holding to the 
regular view, the latter expounding the changed position. Mr. 
Hyndman attributed colonial expansion in all its phases to cap- 
italistic greed for profits, and proceeded to an analysis of British 
imperialism with the purpose of demonstrating the undesirabili- 
ty of the colonial system, both to the proletariat of the active, 
and to that of the passive, state. The administration of India he 
denounced in most vigorous terms, declaring that not even So- 


“ Cinquiéme congrés socialiste international, tenu a Paris du 23 au 27 sep- 
tembre 1900. Compte rendu analytique officiel (Paris, 1901), passim, but espe- 
cially pp. 90-94. Jean Bourdeau, Entre deux servitudes (Paris, 1910), pp. 151-53. 
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cialism itself could be as important to Western Europe as the 
prevention of this atrocity on such a scale.** 

Van Kol’s report was a lengthy and carefully prepared expo- 
sition of the history and philosophy underlying the Revisionist 
view of colonial policy. He considered it not unlikely that Mr. 
Chamberlain’s tariff policy, if adopted, would result in such a 
straightening of circumstances in other countries less fortunate- 
ly situated with regard to colonies, that it might precipitate a 
social revolution; and in such an event Socialism would be at a 
decided disadvantage without a colonial policy. He thereupon 
proceeded to enumerate and discuss the reasons why the Inter- 
national ought to formulate a constructive program. In the first 
place, he announced it as his conviction that capitalism is an un- 
avoidable stage in the process of evolution to Socialism, and that 
before Socialism can succeed the class struggle must have been 
extended to the whole world; therefore the populations of the 
colonies would need such protecting influences as Socialism 
could afford.** Furthermore, he held that capitalistic colonial- 
ism had demonstrated itself to be more brutal than was needful 
even for the achievement of its own peculiar ends, and that So- 
cialism could and should intervene to temper it. But, more im- 
portant than these considerations, vitally as they might affect 
the spread and the success of Socialism, he declared to be the 
indisputable fact that an industrial civilization demands for its 
existence the raw materials that the tropical regions alone can 
produce. And this need would not diminish; it would grow with 
every increase of population and with every forward step of civ- 
ilization, even with Socialism itself. Van Kol then outlined the 
elements of a forward-looking colonial policy which he wished 
the International to approve. Holding, as he did, that capital- 
ism must inevitably precede the better condition to which he 


“ Congrés socialiste international d’Amsterdam des 14-20 aogt, 1904. Rap- 
ports et projets de resolutions sur les questions de l’ordre du jour, par le Secre- 
tariat Socialiste International (Brussels, 1904), pp. 5, 65-82. Albert Thomas, “Le 
congrés d’Amsterdam,” Revue Socialiste, X™. (September, 1904), p. 280. Bor- 
deau, op. cit., p. 187. 


“It must not be supposed that all moderate Socialists agree that capitalism 
is unavoidable. 
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looked forward, he urged his colleagues to promote it the speed- 
ier to bring it to an end. Nevertheless he firmly believed that it 
was a duty to prevent the worst consequences attendant upon 
that institution, in order that the native workers might learn the 
lesson of class consciousness. Consequently he urged that the 
Socialists of each country should strive to secure the economic 
development of the colonies by public, rather than by private, 
enterprise, and that a determined effort be made to organize the 
colonial proletariat, to educate them in the ideals of Socialism. 
Finally, he desired that the International go on record as favor- 
ing for the colonies the greatest degree of autonomy that they 
might deserve.*® 

If time had permitted, it is probable that the discussion 
which took place at Stuttgart three years later would have brok- 
en loose at Amsterdam. As it was, however, the only articulate 
opposition encountered by the views of Van Kol came from the 
French group led by Jules Guesde.” But the strength manifest- 
ed by the orthodox Marxians in the question of ministerial par- 
ticipation undoubtedly made itself felt in the committee intrust- 
ed with the preparation of a resolution on the colonial problem, 
for the draft brought in and adopted was admittedly one of com- 
promise. It followed the tradition in that it unequivocally con- 
demned capitalistic colonialism and in that it demanded of the 
national sections of the party that they irreconcilably oppose all 
imperialistic measures and all effort of capital to secure control 
of the wealth of the colonial world. But it departed therefrom in 
so far as it enjoined all Socialists to intervene on behalf of the 
native populations against all capitalistic and militaristic abuse, 
to promote their education and their hygienic conditions, and to 
work for “the largest degree of liberty and autonomy compatible 
with their state of development.” Finally, the resolution made 

“ Congrés socialiste international d’Amsterdam. Rapports et projets des res- 
olutions, pp. 36-61. Sixiéme congrés socialiste international, tenu @ Amsterdam, 


1904. Compte rendu analytique officiel, publié par le Secretariat Socialiste Inter- 
national (Brussels, 1904), p. 42. 


” Thomas, “Le congrés d’Amsterdam,” Joc. cit., p. 280; Sixiéme congrés so- 
cialiste international, tenu a Amsterdam. Compte rendu analytique officiel, p. 44. 
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it the duty of all Socialists to strive for effective development of 
colonial resources under parliamentary control.” 

It was at the Stuttgart congress, in 1907, that the long- 
suppressed and compromised differences between the orthodox 
Marxians and the moderate group broke out into distinct ful- 
minations. The Amsterdam resolution had served only to whet 
the appetite of the Revisionists; the fact of imperialism had 
been growing more ominously important since the last congress; 
and in every colonizing country the strength of the moderate So- 
cialists had increased. In Germany the so-called “Hottentot 
election” had just been held, with colonialism as the paramount 
issue, and in it the Socialists, with a traditional negative pro- 
gram, had received a decided set-back; therefore the majority 
of the German delegation came to Stuttgart determined to se- 
cure a modification. The Dutch delegation, headed by Van Kol, 
was overwhelmingly Revisionist; the Belgian likewise; and the 
French leaned in the same direction. Here Bernstein himself 
and Eduard David of the German delegation led the moderate 
wing; the traditional point of view was championed by Karl 
Kautsky and Georg Ledebour, both of them also Germans. The 
parliamentary leaders, in general, tended to favor the Revision- 
ist attitude. The moderates triumphed in the committee, but the 
majority report was overridden in the plenary session by the 
votes of those delegations whose nations possessed no colonies. 

In the committee the contest was opened by Eduard David,” 
who asserted emphatically that Socialism ought to go on record 
as favoring a system of colonization which would utilize the pro- 
ductivity of the soil for the benefit of humanity, but as opposing 
with energy all colonization for the benefit of capital only.” 


™ Thomas, “Le congrés d’Amsterdam,” Joc. cii., p. 281; Sixiéme congrés so- 
cialiste international, tenu a Amsterdam. Compte rendu analytique officiel, pp. 
42-44. 

"This was the same David who strove to commit the Social Democratic 
party to the principle of small holdings in land, rather than to its nationalization. 
Cf. Gilbert Giddings Benjamin, “German and French Socialism and the Agrarian 
Question,” Journal of Political Economy, XXXIV (June, 1926), 362-64. 


" Septidme congrés socialiste international, tenu a Stuttgart du 16 au 24 
aokt 1907. Compte rendue analytique ... ., pp. 217-18. 
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Ledebour countered with an equally emphatic plea for the pres- 
ervation of Socialist purity by total abstention from colonialism, 
which, by resulting in capitalism, could not but be capitalistic. 
Disagreement with Ledebour was expressed by several members 
of the committee, notably Pernerstorffer (Austria) and Rouanet 
(France); the latter, in harmony with the Moroccan policy of 
the French Socialist party, considered the question of colonies 
as an international problem, best regulated by international 
agreement. Terwagne (Belgium) presented the draft of a reso- 
lution to the effect that colonial policy under a Socialist régime 
might be a work of civilization. Thus encouraged, David pre- 
sented a resolution embodying his conviction that Socialism 
would have need of the productive forces of the whole world, 
and that its goal must be world-wide civilization. Terwagne, 
Van Kol, and Lawrence (England) supported this view. But at 
this juncture the orthodox contention found a supporter in 
Wurm (Germany), who stoutly maintained that the duty of So- 
cialism was, not to formulate an ideal colonial policy, but to 
adopt the best means of combating capitalistic imperialism, and 
that means he conceived to be education in the form of protest. 
Karski (Poland) and Gollerstepper (United States) supported 
the conclusions of Ledebour and Wurm. The resolution adopted 
by the majority of the committee was distinctly Revisionist in 
content, but offered a concession to the Marxian element in the 
reaffirmation of the pronouncements of the Paris and Amsterdam 
congresses.°* The minority report was thoroughly Marxian; it 
envisaged the Socialist society of the future as the only one un- 
der which each people could freely develop its own civilization; 
but, as a bait to the moderates, it held out for a policy that would 
place “the soil and the resources of all the world at the service of 
the progress of all humanity.” 

In the full session of the congress the debate on the two zes- 
olutions grew very acrimonious. The Revisionist group stood 
manfully by its guns and threw its greatest leaders into the fray. 
To Van Kol was again allotted the task of presenting the recom- 


* Ibid., pp. 219-28. 
* Tbid., p. 285. 
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mendations of the majority in the committee, and this he did in 
his genial but decisive manner. Weight and significance were 
added by the emphatic support proffered by Eduard Bernstein, 
the very prophet of Revisionism. He went so far as to say that 
“a certain guardianship of civilized peoples over uncivilized 
peoples is a necessity”; he pleaded for the adoption of a con- 
structive and progressive policy, not, as he said, because he de- 
sired to compromise with capitalism, but because he was forced 
to face the facts.°* Ledebour read the minority report. He in- 
sisted that the orthodox position was the only positive one for 
true Socialists, namely, to reject capitalistic colonialism and to 
diminish as far as possible its bad effects. Both he and Kautsky 
argued that the whole problem needed more thorough study and 
discussion. \The latter was prepared to admit that Socialism must 
pursue a program of civilization, but denied that a colonial pol- 
icy of conquest and tutelage could be so described’ Kautsky’s 
thoughtful, earnest remarks produced a marked effect upon the 
congress, and thereafter the Revisionists were forced to remain 
on the defensive. Mr. J. Ramsay Macdonald, while not wholly 
satisfied with the majority report, expressed his decided dissent 
from the policy pursued in the past, which he stigmatized as 
wholly negative. Gustave Rouanet called attention to the incon- 
sistency in the minority resolution, when in one sentence it con- 
demned colonial policy and in another demanded that the riches 
of the whole world be made to contribute to the welfare of all 
humanity. 

But nothing availed. The minority resolution was adopted 
by a vote of 127 to 108, with ten not voting.” It was a bare vic- 
tory for the conservative wing, and gave them only slight com- 
fort for the future. But, as matters were shaped by the course 
of events, the Stuttgart resolution stands as the final declaration 
of the Second International on the subject of colonial policy. At 
the Copenhagen congress, in 1910, no change was made; in 1914 
a congress was to have opened in Vienna on August 24, at which 


* Ibid., pp. 285-06. 
* Ibid., pp. 296-328. 
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Otto Bauer, one of the old-fashioned Socialists of Austria, was 
to have led a thorough discussion of the whole topic. But this 
meeting was prevented by the war, which disrupted the Interna- 
tional itself.°* 
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 Huitiéme congrés socialiste international, tenu @ Copenhague du 28 aott 
au 3 septembre 1910. Compte rendu analytique. Publié par le Secretariat du Bu- 
reau Socialiste International (Gand, 1911), pp. 484-85. Walling, op. cit., p. 19. 








CANADA’S ATTITUDE TOWARD THE EXPORTATION 
OF HYDRO-ELECTRIC POWER 


CONSIDER this question of the export of power, if not the most im- 

portant, one of the most important questions before Parliament today, 

or that has been before Parliament this year or last year or for many 

years. I believe in its effect in the future it will be found to have far 
greater significance than we at the present time dream of. 


To Americans the question of whether Canada is willing cr 
unwilling to export power is one of little moment. Probably most 
of the people, and even a majority of the politicians at Washing- 
ton, are unaware of the importation of power from the neighbor- 
ing Dominion. Only New England and the states of New York 
and Washington, and to an insignificant extent, Minnesota, have 
ever received power from across the line, and even New Eng- 
land’s share has been reduced to small proportions by the prohi- 
bition of its export from the province of Quebec. 

To Canadians, liowever, the question is far otherwise. As 
long ago as 1906 a full-uress debate took place at Ottawa and the 
government was empowered, at its discretion, to impose an ex- 
port duty on electric power. Since 1922 no year has passed with- 
out the question cropping up on many occasions—on the debate 
in reply to the speech from the throne, on questions addressed to 
the government, on resolutions, or on the voting of supply to the 
various departments—to the Department of the Interior because 
it collects information concerning water-power resources, to the 
Department of Railways and Canals because it issues licenses 
for the development of power on navigable streams, and to the 
Department of Trade and Commerce because it issues the export 
licenses. At times the air on Parliament Hill has been as sur- 
charged as the wires which cross the Niagara gorge on their way 
to Buffalo. 


* Debates of the House of Commons of Canada (May 14, 1925), speech by 
Hon. H. H. Stevens, ex-minister of Inland Revenue. 
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In seeking to analyze the various forces underlying the 
Canadian attitude toward the export of power we shall first 
glance at sentimental considerations before taking up those more 
purely economic. Mr. A. R. McMaster, an Ontario member, 
speaking on this question in Parliament, said: “The sooner we 
realize that we have to develop this North American continent 
in close co-operation, and under friendly conditions with the 
United States, the better for us.” What has to be kept in mind is 
that there are compounded in the Canadian subconsciousness, 
fading, yet not altogether obliterated, memories of bitternesses 
of other days, and of the rebuffs which their statesmen met with 
whenever they approached the United States, during their period 
of almost continuous economic depression from 1870 to 1895, 
with a view to securing a reciprocity treaty. That these old 
memories are not yet dead became evident when in rgro Presi- 
dent Taft sent emissaries to Ottawa to open negotiations for 
what Canadians were no longer in urgent need of, a reciprocity 
treaty, and the Canadian government which turned a listening 
ear was overwhelmed at the polls. 

Interwoven with these feelings is the fear which all weaker 
countries feel of the danger of absorption by the more powerful. 
From 1849 to 1911 the cry of annexation has been used repeat- 
edly at election times as a means of winning a certain number of 
votes for more or less questionable causes. A recent refinement 
of this “annexation bogey” has appeared in connection with the 
proposed St. Lawrence deep waterway and hydro-electric scheme. 
The St. Louis Globe Democrat is quoted as having recommended 
the securing from Canada of the cession of the south bank of the 
St. Lawrence. “Under American control and with the power of 
the St. Lawrence made available, the area might become one of 
the most important industrial districts in the world. Acquisition 
of it would give us jurisdiction of the river opposite Montreal, as 
well as for some distance east of there, and that city would lose 
some of its most flourishing suburbs on the south shore.’”* 

Similarly, when Ten Eyck, of New York, circularized mem- 


* Debates, May 14, 1925. 
* Quoted in Debates (1922), p. 1200. 
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bers of Congress in connection with his resolution to achieve an 
identical purpose that fact was immediately telegraphed to the 
Canadian press and published by the Montreal Daily Star* as a 
veritable godsend, for that paper has always feared that the deep 
waterway scheme would hurt Montreal as a port. The fact that 
the congressman in question, coming as he did from New York, 
had probably as sinister a motive in preparing the circular as the 
Daily Star had in printing it did not deter that paper in the least. 
It was an American statement, and American proposals of this 
character are the food on which such anti-American sentiment 
as exists is largely fed. Incidentally, one cannot too strongly 
condemn the irresponsible character of the journalism and polit- 
ical leadership instanced above. One who deliberately fans the 
embers of hatred and suspicion which exist in other countries is 
a poor leader of his people in thought and action. 

National prejudice concerning the government and people of 
the United States is therefore a factor in causing Canadians to 
hesitate to agree to export power, even temporarily, in any large 
quantities. The Dominion government’s frequent and voluble 
assurances that its licensing system enables it to terminate any 
license at the end of each fiscal year have not been taken at face 
value. Most people feel with Hon. T. A. Crerar, a friendly critic 
of the government, that they need a pledge from the American 
government recognizing Canada’s right to cease exporting power 
when she needs it for her own industries. Speaking on this point 
he said: 

You must bear this in mind—that the United States is a country of 
110,000,000 people alongside us; it has over ten, yes, almost twelve, times 
the population we have got. American capital comes in here; it develops 
this power; it takes it across for use in industries allied to the capital that 
is invested here I should like to see for the benefit of those who may 
be guiding the destinies of Canada twenty, thirty, or forty years hence, after 
we are all gone, something on record with the United States putting that 
aspect of the question beyond any manner of doubt.® 


At this point we rest our case, so far as the indictment of the 
United States by the Canadian people as a whole is concerned. 
* Montreal Daily Star (April 21, 1922). 
° Debates, May 19, 1925. 
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As to the merits and demerits of the national prejudices and sen- 
timents little need be said. They may be proved false, but that 
is beside the point. They are Canadian attitudes which seem 
likely to disappear only if and when Canadian population and 
military strength become more nearly comparable to American, 
or the League of Nations has been universalized and has brought 
in the millennium. 

So far we have dealt with political and sentimental consider- 
ations which are more or less prevalent throughout Canada. It 
remains now to consider briefly the emotional drives which are 
especially characteristic of the French Canadians in the province 
of Quebec. Here let it be said at once that loyalty to the British 
Empire is not, with them, a passion, but a reasoned, calculated 
attitude. Sir Wilfred Laurier many years ago said that if ever 
the British Empire was in danger the last shot in its defense 
would be fired by a French Canadian. One might paraphrase 
that statement with special reference to danger from the United 
States with even more certainty. The reason is that the French 
Canadian people are intensely conscious of their racial separate- 
ness. They are proud of their French culture and their language, 
and they see that two and a half millions of their people in the 
United States are being educated in the English language. They 
even note, as Henry Drummond, the poet of the Habitant so 
quaintly pointed out, that when Jean Baptiste Trudeau returns 
from a period of work in the New England mills he is sure to be 
dressed in “Yankee clothes” and to insist on styling himself John 
B. Waterhole. Perhaps next to his language the French Cana- 
dian takes his religion most seriously. He is a Roman Catholic, 
schooled for centuries by the Jesuits into a particularly ardent 
ultramontane view. This places an inseparable barrier between 
him and the people of Old France. But he has also noticed that 
when John B. Waterhole returns from New England his religion 
sits more lightly on him than of old. Here, then, is what is defi- 
nitely the dominating factor in the French Canadian position 
with reference to the export of power. If power is kept at home, 
capital comes to it, as witness the International Paper Com- 
pany’s gigantic works on the Gatineau and St. Maurice rivers, 








596 J. S. PRENTICE 


and the hundred-million dollar plant of the Aluminum Company 
of America on the Saguenay. To mention only one area, the 
Lake St. John-Saguenay country was ten years ago sparsely in- 
habited by a people quaint because isolated. Today in the same 
district Chicoutimi has a population of 20,000; Arvida, from 
12,000 to 15,000; Port Alfred, about 8,000; and other rising in- 
dustrial towns bring up the new population to over 50,000. This 
means that 50,000 young French Canadians, who would prob- 
ably have gone off to New England to work in the textile mills, 
and so, allegedly, have gradually lost their language and their 
passion for religion, are provided with work at home in towns that 
are springing up around the church and the church school. To 
be sure there are churches in other parts of the world; but I 
know of no other land, not even Ireland, where the church has 
such a power of veto and of leadership in politics, in business, in 
labor movements (the Cardinal Archbishop of Quebec is chair- 
man of the one board of compulsory arbitration in Canada, and 
bishops attend the meetings of the two big Catholic labor feder- 
ations with power to veto and even of forbidding discussion of 
topics), and in every other form of corporate activity. The policy 
of placing an embargo on the export of power has sprung, there- 
fore, from the desire to keep the people in the racial and religious 
environment of Quebec. It is no part of my task to appraise the 
religious standards of former French Canadians in New Eng- 
land. All I wish to point out is that migration has been going on 
for half a century, and the priesthood and people of Quebec are 
greatly distressed at what they believe to be the racial and reli- 
gious results, and that from this there has arisen the policy of 
forbidding the export of power. 

So far we have considered the sentimental and political 
forces which have been potent in the opposition to the export of 
power. We now turn to the economic arguments. Of these we 
shall take up those which have an American aspect first, consid- 
ering later arguments more purely Canadian. 

American arguments concerning the export of power are 
chiefly concerned with ownership. Export tends to be carried on 
by American companies using American capital. This bogey of 
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the debtor countries of the world—India for example, where the 
opposition centers round the “drain”—was given expression 
to by the government spokesman in 1925 when Hon. Charles 
Stewart, minister of the Interior, said that he had no objection 
to private individuals developing power, as opposed to govern- 
ments, provided the ownership was Canadian. Hon. T. A. Crerar, 
whom we have already quoted in another connection, said in the 
course of the same debate that he was becoming “concerned” at 
the way Canada was becoming “rapidly mortgaged to our great 
neighbor to the south, and I have never overlooked the fact that 
the person who holds the mortgage ultimately calls the tune.” 

Moreover, where factory and power plant are under one con- 
trol, even though the Canadian law does compel the setting up 
of what is nominally a Canadian company to hold the property 
in Canada, there is practically no chance for the power plant to 
be later acquired by Canadians. Since the war there has been far 
more wealth in Canada available for investment than ever before, 
and in recent years several great American concerns operating 
in Canada have definitely passed under Canadian control. More- 
over, investors have shown great partiality for water-power 
stocks, as witness the fact that millions have been sent abroad to 
develop the water powers of Brazil, France, Spain, and other 
countries. Canadians therefore have capital, and presumably 
they would have a preference for investing it at home, where the 
risks are better known, but what chance have they of buying out 
a concern when the stock is entirely held by an industry south of 
the line. 

Since the days of President Roosevelt and his “big stick” 
Canadians have been concerned at the growing size of American 
industries. This has recently colored discussion as to the owner- 
ship of power companies. In 1923 it was “a dozen financial 
groups” who held “one-third of all the hydraulic power in the 
United States,” and who, “in view of the time when the scarcity 
of coal (in the United States) will make its use prohibitive,” 
plan to use “for their own benefit the hydraulic powers of Cana- 


* Debates, May 109, 1925. 
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da.’” Two years later it was a single “giant caterpillar” organi- 
zation, the Mellon-Harriman-Dupont interests who were feared. 

To make this giant caterpillar funct*on properly, it is required that 
some 4,000,000 h.p. of Canadian origin be tapped, not only because that 
much added energy from Ottawa and St. Lawrence sources is needed, but 
also, if the Mellon-Harriman-Dupont interests who are planting the chain 
of fortresses now can get a foothold on the Ottawa, and are able to expert 
power to the United States, the Ontario Hydro-Electric Commission will be 
blanketed and confined to the area it now serves.® 


Canada’s experience with lobbying by railway and industrial 
magnates does not encourage her to open her doors to a variety 
of capitalists which, because American, she believes to be rather 
more than usually ruthless. “It is nothing more or less than plac- 
ing a noose around the neck of Canadian industry with the 
United States capitalists at the free end of the rope, so that at 
any moment suitable to them the noose can be tightened and 
Canadian industry strangled.” 

The question as to the amount of warrant there is for Cana- 
da to fear an American power trust rests in part upon whether 
one considers gigantic corporations good or evil. The fact is that 
Canada has on her statute books an antitrust law, and that it has 
been invoked where industries act “in restraint of trade.” Cana- 
dians definitely approve of that measure, and therefore cannot 
be expected to welcome any prospect of American hydro-electric 
firms of semitrust proportions invading Canada. Moreover, it is 
feared that if licenses were issued freely to export power, owner- 
ship of the Canadian development companies would tend to fall 
into the hands of American importing companies, and that these 
could merge with impunity, so far as Canadian laws are con- 
cerned. 

A further criticism of the export of power by United States 
companies lies in the fact that they would own in Canada nothing 
more than a power house and a transmission line to the border. 
Now hydro-electric power stations are remarkable in that they 
can generate enormous power with almost no staff whatever. 
* Debates (February 26, 1923), p. 661. 

* Ibid. (May 109, 1925), p. 3360. 
* Quoted in the Electrical World, XXCV, No. 15, 784. 
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They almost run themselves. On December 31, 1926, there were 
595 central electric stations in Canada employing 13,406 per- 
sons, or an average of 23 each. From these figures it will be seen 
that the export of power offers scarcely any outlet for labor in 
Canada. The labor is all to be found in the United States, and 
the only way for Canadians to share in it is by following the 
power and seeking employment south of the border. National 
sentiment naturally makes that proposition unpalatable. Argu- 
ments, therefore, which imply any profit to Canada out of the 
export of power appear to Canadians very superficial, especially 
when the exporting company is American. This position is well 
summed up in a cartoon in the Montreal Star. An American pro- 
moter (represented by a Negro), greets Johnny Canuck thus: 
“Say boss, we got a business proposition. We want you to go into 
pahtnership with us in de chicken business. You furnish de 
chickens an’ we takes chahge of ’em an’ collects de profits. If 
deys any money left over dat we don’t want you gets it.’””° It is 
just because Canadians do not see how there can be any money 
“left over” when they provide the waterfall and the Americans 
have the factory that they are dubious about the “proposition.” 

Of course it may readily be argued that any unused utilities 
in one country ought to be made available for those who need 
them in other countries, and that only thus can the greatest good 
ultimately come to the country which possesses them. Thus, in 
this case it is easy to show that the export of surplus power to the 
United States would only take place if it would provide Ameri- 
can plants and people with cheaper power than they could other- 
wise secure, and that Canadians would profit by the greater 
prosperity which would result in the United States. In answer to 
this it must be admitted that Canadian national sentiment does 
not desire American prosperity merely that Canadians may share 
in it. The further reply that there is a home market for all power 
likely to be produced in Canada will be dealt with later. 

It is probably true to say that the extreme laissez faire policy 
is held by few in Canada in regard to power, even among econ- 
omists. The rallying ground for those who would otherwise op- 


* Reproduced in the Electrical World, XXCV, 315. 
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pose restrictive measures is to be found in the fear that if Cana- 
da exports power when she has a surplus she will be unable to 
terminate exports a decade hence when the home market wi!! 
have overtaken all available supplies. It is true that the govern- 
ment position, reiterated a score of times, is that every legal pre- 
caution has been taken to prevent the creation of a vested inter- 
est. Thus, Hon. T. A. Low, minister of Trade and Commerce, 
said in 1925: 

This year before a license was granted, I notified all exporting compa- 
nies that before we would renew any licenses they would have to submit to 
the Department a declaration that the power was not required at home and 
that there was ample power to supply all the needs in the locality in which 
it was developed. So far as vested rights are concerned, I have no doubt 
that these corporations that enter into contracts across the border, and the 
companies on the other side, all look into the conditions under which the 
exporting concern is permitted to send out power. And when they turn up 
the Act they will find in it a clause to the effect that the license shall be 
revocable on such notice to the licensee as the governor in council may deem 
reasonable in each case.14 
There is little reason to question the fact that this is the legal po- 
sition. But on every side one finds those who doubt whether in 
fact licenses could be terminated whenever the Department of 
Trade and Commerce, or the Cabinet, deemed wise. Sir Henry 
Drayton, a war-time cabinet minister, put the position of the 
other side very clearly a few days later in the course of the same 
debate. He pointed out that in 1904 the Ontario Power Com- 
pany was incorporated, the capital being entirely provided by an 
American parent company. The Canadian subsidiary entered 
into a fifty-year contract with the parent company to provide 
60,000 horse-power per annum, and this despite the annual li- 
censes to export issued by the Dominion government. In 1925 
there was a power shortage in Ontario and a $10,000,000 steam 
plant was being arranged for in Toronto to care for peak loads. 
Sir Henry Drayton, speaking of this situation, said: 

The Ontario Power Company’s contract has still twenty five years to 
egy The price paid for that power is $12.35 per horse-power year. 
. . . . I should like to see where, Mr. Speaker, anywhere in Ontario this 
government could get from anybody a firm contract for power at $24 per 
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horse-power year. .... The Hydro-Electric Commission were always want- 
ing power and they could not get it, and finally they bought out the Ontario 
Power Company..... They are bound by that contract, absolutely 
bound, and there is no getting out of it so far as they are concerned. ... . 
We had an enormous shortage of power when the war was on, and I, unfor- 
tunately, among other things had to take on the job of power controller. I 
could have disregarded these contracts altogether, just in the same way as 
my honorable friend in administering his department could disregard them. 
. . -. But he would have trouble in taking that action. It is the only ex- 
cuse he has for not doing it now, that he would have trouble in doing it. It 
is the only excuse he has why Toronto has to spend ten million dollars—be- 
cause he would have trouble in doing it..... Throughout a territory of 
miles in extent that power was carried; municipalities were lit by it; munic- 
ipal waterworks were operated by it; houses and factory lighting supplied by 
— EE He will find that he could not take that power away. It cannot 
be done.?? 


Mr. H. C. Hocken pleaded for a definite embargo on export, 
apart from the Ontario Power Company’s contract. He said: 

I want to point out that if the embargo is not put on now it cannot be 
put on later. After we have exported and are exporting large quantities of 
power to the United States for a considerable period it will be impossible 
for us to put an embargo on the export of power without grave international 
complications. While the United States might be offended by such an act 
on our part today, they would have much greater right to be offended if we 
took that action after a lapse of twenty or twenty five years, when we had 
discovered that we had made a mistake and wanted to undo it.18 


Mr. Hocken clearly argues that, even apart from any formal con- 
tract, vested interests are likely to be created. This is the chief 
fear among Canadians, that when power “is once exported it is 
gone forever.’** Sir Adam Beck, the chairman for twenty years 
of the Ontario Hydro-Electric Commission which bought out the 
Ontario Power Company but found itself saddled with a fifty- 
year contract, came to the early conclusion that the only way to 
avoid vested interests was to prohibit exports. Referring to a 
charter before Parliament which aimed at granting an American 
company the right to develop the power at the Carillon Falls on 
the Ottawa River and export all above 110,000 horse-power for 


™ Debates, May 14, 1925. 
* Ibid., March 27, 1925. 
** Ibid., Speech by Mr. Hocken. 
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the usual yearly license period he said: ‘The proposed export of 
400,000 horse-power from the Carillon cevelopment is simply 
the first step in the carrying out of this gigantic program of mak- 
ing Canada’s power the source from which electrical energy is to 
be permanently exported to the United States for building up 
the communities and industries of that country.””* 

It may be argued, of course, that there is no more reason to 
assume the creation of a vested interest by the supply of elec- 
tricity for the operation of American mills, or even the lighting 
of American streets and houses, than by shipping Canadian grain 
to Buffalo for export by way of American railways. It may be 
said that if the sending of Canadian electricity to the United 
States builds up a vested interest, then the sending of American 
coal to Ontario to keep Ontario houses warm in winter creates a 
vested interest; that, in short, the continuous exchanging of 
commodities in international trade creates a vested interest, so 
that to protect itself a country ought not to engage in commerce. 
The answer may perhaps best be given in the words of Paul 
Levinson, who, with reference to the export of power from Switz- 
erland to Germany, Italy, and France, said: 

This would seem to be wholly advantageous to Switzerland. Switzer- 
land has waterpower to spare. .... Why not sell it like Swiss cheese, 
Swiss watches, or Swiss milk chocolate? Unfortunately a little consideration 
must make it obvious that electricity as‘a commodity for export is not in a 
class with cheese and chocolate. Electric power is primarily a service. Ordi- 
nary goods can be stored against a shortage. Electricity cannot. Ordinary 
goods can be bought in the open market when the usual source of supply is 
cut off. Electricity, supplied over expensive and fixed transmission lines, 
cannot. Ordinary goods have common substitutes quickly available. But it 
would take from eighteen months to two years to build sufficient steam gen- 
erating plants in the French provinces on the Swiss border to cover the 
withdrawal of electric power supply on the part of Switzerland.1¢ 


This would seem to be the answer. Canada is not providing a 
commodity, but a service. If she ships her wheat to England by 
way of Montreal which now goes via Buffalo Americans can 
divert to Buffalo traffic which now employs the St. Lawrence 
route. If the United States cuts off coal shipments to Ontario the 
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same furnaces will readily burn that of Nova Scotia. But if On- 
tario cuts off power to New York state there is no Aladdin’s lamp 
which will provide a power plant or 8 high tension line to another 
power system overnight. 

The vested interest argument, then, is one of the main rea- 
sons for the opposition to the export of power. Annual licenses 
do not prevent the gradual growth of a vested interest unless the 
most rigid control is also exerted over the power to insure its not 
being used in any area to the exclusion of other sources of elec- 
tric power. Canadians also are not unaware of the fact that how- 
ever filmy the vested interest might be, the area affected would 
bring all possible pressure to bear upon the authorities at Wash- 
ington to secure through diplomatic channels respect for the 
claim to uninterrupted supplies of power. In all such negotia- 
tions the weaker nation would be the one, it is feared, that would 
have to give way. 

Leaving the question of a vested interest and the possibility 
of imposing an embargo, we turn to examine briefly the Domin- 
ion export tax on power. We have already seen that Parliament 
early recognized the importance of enacting legislation*’ enabling 
the government, by order-in-council, to impose a duty on the ex- 
port of electric power up to ten dollars per horse-power year. 
Nothing was actually done under this act until 1925, when a 
duty of $1.95 per horse-power year was imposed. The Electrical 
World probably expressed American opinion when, commenting 
on this a few days later, it said: 


Far-reaching effects on power developments in New York and New 
England as well as in Canada are looked for from the tax just imposed by 
the Dominion government on exports of electricity. This tax will affect the 
consumers of all power exported to the United States, except possibly those 
served under the fifty-year contrac: of the Niagara, Lockport, and Ontario 
Power Company; . . . . aside from direct cost to the consumers, the tax 
will have a decided influence on the contemplated developments on the Ot- 
tawa, Saguenay, and St. Lawrence rivers. At best. the margin of profit on 
power brought in from Canada is small and the tax puts a big handicap on 
the financing of Canadian hydro-electric projects. Thus the economics of 
the situation favor a rapid development of the St. Lawrence River and pos- 
sibly a revision of the Niagara Falls treaty, since power from boundary 
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604 J. S. PRENTICE 


streams generated on this side would, of course, escape the tax. In the 
meantime the whole power program of utilities in the northern tier of New 
York state and in New England will be delayed and left without a definite 
basis for building.: Unless boundary or Canadian water becomes available 
it will become necessary to construct many new steam stations to supply 
the power demands. Much dissatisfaction is expressed over the whole situ- 
ation by American power interests, and the consensus of opinion as ex- 
pressed in the Niagara district is that the Canadian government has made 
a mistake from its own national standpoint as well as from the standpoint 
of American utilities.1® 


This citation is given at length because it is desired to offset 
it with “blue-ruin” ones from Canadian sources of approximate- 
ly the same date. Thus, Mr. J. H. Harris, of Toronto, said in 
Parliament: “The duty will not be paid by those consumers who 
have long-term contracts at the present time, but by those in 
Canada who buy that power from day to day, I feel therefore 
that the government is very ill advised in putting on the statute 
book such a regulation as this.’”*® Another Toronto representa- 
tive, Mr. H. C. Hocken, speaking on the same subject, said: 
“The Toronto Power Company and the Ontario Power Company 
are sending out of Canada approximately 100,000 horse-power. 
They must continue to send it out at the price they are now get- 
ting, and all this tax means is that the consumers in Ontario will 
have to pay this $200,000 to the Dominion government.’”° 

Here are directly opposite statements. The Electrical World 
declared that the duty wiped out, or almost wiped out, all profit 
to be derived from importing power, and it talked ominously of 
a revision of the treaty covering the division of water at Niagara 
Falls. Meantime, members of the Canadian Parliament were 
fighting the duty because it placed all the burden on Canada and 
let the Americans off completely. The truth, as usual, lies mid- 
way between these two extremes. The Ontario Power Company, 
as we have seen, had signed a fifty-year contract in 1906 with its 
parent company for the delivery of 60,000 horse-power at $12.35 
per horse-power year. The Ontario Hydro-Electric Power Com- 
mission, having bought out the company and taken over its con- 
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tract could not pass on the duty to American consumers in higher 
rates. Notwithstanding Mr. Hocken’s remark concerning the 
Toronto Power Company, preceding, this is declared by minis- 
ters and others to be the only long-term contract for the export 
of power to the United States. The position, therefore, in 1925 
was that for the period that all other contracts had still to run 
the burden would fall on the exporting companies or on Canadian 
consumers. As to the incidence of the tax once those contracts 
had expired, it would depend on the conditions of supply and 
demand in the two countries. 

As to whether Canada was wise in imposing the duty, much 
might be said. If it was imposed to check the export of power it 
has been definitely a failure. To accomplish that end it should 
have been several times as high as it was. There is also the old 
question as to whether the tariff is the best method of carrying 
out a policy of this character, but into that question I do not pro- 
pose to enter. Suffice it to say that the tax was never spoken of 
by any government representative as being for revenue purposes. 

There emerges out of this question of the duty a further one 
as to the merits of an absolute embargo. Some would agree with 
the Canadian government that: 


It is very questionable whether the government would be justified in 
placing, as some honorable gentlemen have suggested, an embargo on the 
export of power that might lead to very serious complications. Our friends 
to the south might say: If you are going to put on an embargo on water- 
power we will put an embargo on coal..... Embargoes are not a good 
thing at any time. Control is a good thing, and so far as control is con- 
cerned, I repeat that the government will endeavor to preserve the inter- 
ests of the Canadian people.?* 


So we are brought back to the former point. It is said to be 
unwise to prohibit the export of power, an argument that applies 
as much to a prohibitive export tax as to an embargo, because all 
prohibitions are unwise. The United States has placed a formal 
embargo on the importation of liquor, and a tariff embargo on 
the importation of many articles of commerce. It has placed 
what is practically an embargo on the immigration of Japanese. 


™ Debates, February 26, 1923. Speech by Hon. J. A. Robb, minister of 
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For many years Britain placed an embargo on the importation 
of live cattle, even those of the Dominions. Formal embargoes 
are common, and tariff embargoes are to be found in the sched- 
ules of almost every country. It irritates Scotch and Irish brew- 
ers that they may not ship their liquors to the United States, and 
French vintners that they may not send their wines. It used to 
irritate Canadians that their cattle were not allowed to land in 
Britain. It irritates Japanese that they may not migrate to the 
United States on the same terms as the citizens of other coun- 
tries. Yet it is not to be expected that the United States will 
abandon prohibition to please Britain and France, or her policy 
of restricting orientals to please the Japanese. All embargoes do 
lead to complications, but if Canada is to avoid irritating other 
countries she must abandon all protective tariffs and prohibi- 
tions of whatever sort and allow foreigners to make-of the Do- 
minion a happy hunting ground. The embargo enforced in the 
province of Quebec, and the one proposed for the whole Domin- 
ion on the export of power, are no better and no worse than the 
American embargo on the importation of liquor. Both aim at 
benefiting their own people and both are to be tested by their 
success in achieving the desired end. 

Turning now from the international to the strictly national 
aspects of the question, we shall consider briefly, in the first 
place, the attitude of the people toward government regulation. 
It may be said at once that government administration of all 
departments is constantly under a certain cloud of suspicion. 
Just as in the United States the feeling of many still is that a 
politician is a rogue or worse until he is proved innocent, so in 
Canada the people, or a definite section of them, are ever ready 
to believe the worst of their parliamentarians. To illustrate: On 
October 23, 1924, a letter was addressed to the Department of 
Railways and Canals by the “Carillon Industrial Corporation 
Limited” (a title which represented the last disguise of an old 
concern that had perennially sought power rights) applying for 
a license to develop power at the Carillon Falls on the Ottawa 
River. They proposed to sell a maximum of 110,000 horse- 
power in Canada and export the remainder, variously estimated 
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at from three to four hundred thousand horse-power, to the 
United States. Investigation by a member of the Opposition 
showed that the office in which the letter was written was that of 
Messrs. McGiverin, Haydon, and Ebbs, of Ottawa, who were 
apparently acting as promoters. Now it so happened that Mr. 
Haydon had been a sufficiently loyal member of the party in 
power to have been recently appointed to the Senate, while Mr. 
McGiverin was actually sworn in as a Dominion cabinet minister 
on November 5, 1924, that is, only twelve days after the letter 
was sent to the government.” This was enough to arouse a sus- 
picion in the minds of many that a plot was being laid to sell the 
interest of the country for a mess of pottage, which was to be en- 
joyed by the members of the cabinet of the day. The fact that 
the government vigorously denied that it had any intention of 
granting the franchise did not prevent people feeling that while 
the denial might be technically correct, means would be found 
of giving the license to the parties in question. Now the conse- 
quence of this lack of absolute confidence in the rectitude of any 
Canadian government is that the people wish to place the power 
question beyond the clutches of the government by instituting 
an embargo on exports. Americans, who are in the habit of writ- 
ing into their state and national constitutions as amendments 
things which they wish to place beyond the control of public 
men, will sympathize with Canadians who wish to protect their 
leaders from themselves by placing an embargo on exports and 
so putting the whole question beyond their capacity to regulate. 

One further general consideration remains, that of the in- 
ternal demand for power. The trend of domestic consumption 
and of export may be seen from Chart I. The total production in 
IQII was 793,162,000 kilowatt-hours, of which 254,830,000 were 
consumed at home and 538,331,000, or 67.8 per cent of the 
whole, exported. By 1926 total production had reached 10,1 10,- 
459,000 kilowatt-hours, of which 8,751,116,000 were consumed 
at home, and 1,359,343,000, or 13.4 per cent, exported. During 
the fifteen-year period exports rose by 252 per cent while do- 
mestic consumption rose 3,434 per cent. To put the matter an- 


* Debates, May 19, 1925. 
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other way, the production rose, during the fiscal year 1926-27, 
by 1,982,056,0c0 kilowatt-hours, so that exports for the previ- 
ous year were only 68 per cent of the following year’s increase in 
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production. Yet the exports remained constant. It is evident, 
then, that the internal demand for power is increasing at a re- 
markable rate. If it can be shown that there is a local market 
for all the power that is likely to be produced it may be inferred 
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that it would be unprofitable to put up the high tension lines 
needed to transport the power considerable distances to the 
United States. It should, however, be pointed out that, since 
export licenses are only issued after the applicant has produced 
a statement to the effect that there is no local market for power, 
and that they only cover exports for which a Canadian market 
does not exist, it is evident that the export curve is not subject to 
American supply and demand. 

It may of course be argued that, despite the growth of 
Canadian demand for power, development could have been even 














TABLE I 
Canapa’s WATER Powers* (ESTIMATED AS AT JANUARY 1, 1927) 
- Ordinary Six Months’ Installed Horse 
Province Minimum Flow Flow Power 
British Columbia...... I,931,000 5,103,000 460,000 
| re 475,000 1,137,000 34,000 
Saskatchewan......... 513,000 1,087,000 50 
5 526 jy asccae 3,270,000 5,769,000 227,000 
| eee 4,950,000 6,808 ,c00 1,790,000 
I a hisses sins o% 6,965,000 | 11,640,000 1,915,000 
New Brunswick....... 50,000 120,000 47,000 
WOVE BOOT... .. 6.5555 20,000 128,000 65,000 
Yukon & N.W.T...... 125,000 275,000 13,000 
18,255,000 | 32,075,000 | 4,556,000 














* Canada Year Book (1926), p. 363. 


more rapid, and that thus more would have been made available 
for export. Table I sets forth the undeveloped horse-power by 
provinces. 

Concerning the Canadian water powers, as set forth in Table 
I, it may be said at once that the Alberta, Saskatchewan, Nova 
Scotia, and Yukon and Northwest Territory powers are too far 
from the American border to be available for export. Further- 
more, at least half of the power in British Columbia, three-quar- 
ters of that in Manitoba, and about one million horse-power in 
Ontario and in Quebec are beyond the limit of economic exporta- 
tion. Ontario and Quebec are thus the provinces of chief interest 
for our purpose. Senator W. L. McDougald, chairman of the 
Montreal Harbor Board and member of the International Deep 
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Waterways Commission, said recently that “there is approxi- 
mately 5,000,000 horse-power between Prescott and Montreal 
. . . « (that is, in effect, on the whole St. Lawrence). It is also 
beyond controversy that of this 5,000,000 potential horse-power, 
approximately 1,000,000 is in the United States and belongs to 
the United States, and approximately 4,000,000 potential horse- 
power is in Canada and belongs to Canada.”** Of this power 
only that portion which lies entirely within the province of Que- 
bec has been developed, and this only to the extent of perhaps 
250,000 horse-power. In addition to this 3,750,000 of undevel- 
oped horse-power available for export there remains about 
1,000,000 of undeveloped horse-power on the Ottawa River. 
Other undeveloped powers in Ontario and Quebec within 300 
miles of the boundary are negligible. In the remainder of the 
Dominion there probably remain, within the same distance of 
the boundary at ordinary minimum flow, not more than 500,000 
horse-pewer in British Columbia (half of which is now being 
harnessed in the great Bridge River scheme north of Vancouver 
for that market), and 200,000 in Manitoba, or 5,250,000 in all. 
We may thus conclude that a laissez faire policy would make 
about 5,000,000 horse-power available for export. 

Before leaving this question of the amount of power avail- 
able for export it may be well to note that most of the St. Law- 
rence and Ottawa River powers have never been, nor are they 
yet, strictly speaking, available for export. As Senator McDoug- 
ald pointed out before, there is, on the international portion of 
the St. Lawrence River, approximately 2,000,000 horse-power, 
half of which naturally belongs to the United States. Apart 
from one small development near Ogdensburg (where a dam 
was constructed between the American shore and an American 
island during the war and as a war measure, and that without 
previous communication with Canada or appeal to the Interna- 
tional Waterways Commission), none of this power is harnessed 
on either side of the boundary. It seems probable that the inter- 
national questions involved will soon be settled, as negotiations 
to this end are in progress, and that, at long last this power may 


* Debates of the Senate of Canada, February 2, 1928. 
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be made available for exploitation. But this is not all; a further 
2,000,000 horse-power on the St. Lawrence and the entire 1,000,- 
000 on the Ottawa are situated on portions of these rivers which 
form the interprovincial boundary of the provinces of Ontario 
and Quebec. The Chaudiére Falls, at the city of Ottawa, have 
been developed under a Dominion license. But generally speak- 
ing this 3,000,000 horse-power remains undeveloped. Under the 
constitution the Dominion has control over navigable streams, 
while the provinces control natural resources. The Dominion 
claims that its authority must extend to the control over power 
rights, as otherwise its authority is negligible. The provinces 
claim that all riparian rights and property rights belong to them, 
so that the Dominion cannot authorize anyone to land a dam on 
either bank. This knotty legal question is now before the courts, 
so that in the near future it should be settled and this 3,000,000 
horse-power be made available also for development. 

We are now in a position to ask as to the quantity of power 
which will be available for export when the falls of the Ottawa 
and St. Lawrence Rivers shall have been harnessed, assuming 
local markets to be satisfied first. The International Deep Water- 
ways Commission reported in 1921 in part as follows: 

It appears .... that at the present time the total primary power 
installation on the United States side of the 300-mile area from the Leng 
Sault Rapids is approximately 9,900,000 horse-power and on the Canadian 
side 1,900,000 horse-power. The estimated demand on the United States 
side in 1925 is 11,000,000 horse-power and on the Canadian side 2,350,000 
horse-power; and in 1930 on the United States side 12,350,000 horse-power 
and on the Canadian side 2,875,000 horse-power.”* 

That is, in 1921 the Commission estimated that within 300 miles 
of the Long Sault Rapids—which includes all but a negligible 
amount of the powers now developed in Ontario and Quebec-— 
the Canadian demand would total not more than 2,875,000 horse- 
power in 1930. Against this we must place the figures of actual 
production in 1926 as quoted previously, for Ontario and Quebec, 
which total 3,505,000 horse-power. From this must, however, be 
deducted exports of power. In 1925 the licenses to export (and 
therefore the maximum amount that could be exported, though 
* Quoted in speech by W. M. German, Debates, May 1, 1922. 
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not the actual figure), was 203,000 horse-power.”* As the actual 
export figures were the same for 1925 and 1926°° we may assume 
this figure for 1926 also. That leaves 3,302,000 horse-power 
actually consumed in Canada. Already, since that date, over 
250,000 horse-power have been brought into operation in con- 
nection with the new undertakings on the Gatineau River, and 
by the end of this year these works will be completed, raising this 
figure to 400,000 horse-power. Contracts for this power are al- 
ready in hand.** Furthermore, gigantic works are under con- 
struction in the Saguenay Valley, where by 1930 it is expected 
1,000,000 horse-power will be developed. The embargo insures 
that all this will be consumed at home, and it may be assumed 
that the companies concerned are satisfied that there will be a 
local market. There can be but little doubt that by the end of 
1930 these two provinces will be consuming, not the 2,875,000 
horse-power estimated, but between four and four and a half 
millions. 

It is therefore evident that the Canadian demand has risen 
with phenomenal rapidity. The question is: Cannot the St. 
Lawrence and Ottawa river powers be developed, and if so where 
would Canada find a market for the 5,000,000 horse-power 
which would thus be produced? We shall leave that question 
largely for later consideration when we take up local policies 
and politics in Ontario and Quebec. Here we may note one pos- 
sible interprovincial market: railway electrification. It so hap- 
pens that the St. Lawrence lies parallel with those lines of rail- 
way which have the greatest traffic density in Canada, so that 
we cannot lose sight of this possible market for a very great per- 
centage of the St. Lawrence power. 

But even if there were power which would not be consumed 
at home at rates which Americans would be willing to pay, Cana- 
dians are unwilling to allow it to be exported because they be- 
lieve it should be sold at home cheaply and Americans should 
not be allowed to raise the price by competing for it. Hon. 


* Computed from figures by Hon. T. A. Low, Debates, May 14, 1925. 


* Actual export 1925, 1,187,686,000; 1926, 1,189,752,000 kilowatt hours. 


** See Ottawa Citizen, Diamond Jubilee Number, Power Section. 
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Charles Stewart, minister of the Interior, said in 1924 that when 
Europe recovered from the after-effects of the war, competition 
for markets would be keen and Canada’s great water powers 
would be one of the factors which would enable that country to 
meet foreign competition successfully. That argument appears 
to Canadians to be as true today as in 1924. Mr. H. C. Hocken 
gave the argument a somewhat different turn: “Cheap power to 
a large industry is an important consideration, and with Canada 
possessing the tremendous volume that it does today we will be 
in a position as we develop to compete with the United States on 
a lower duty than would otherwise be the case, because this will 
act as some measure of protection.””* This is true. Canada’s low 
tariff might not give certain industries requisite protection, but 
her cheap power enables them to prosper with a comparatively 
small amount of artificial aid. Moreover, there are certain in- 
dustries, like the pulp and paper and the electro-chemical ones, 
to which cheap power is especially necessary. Thus, in the pro- 
duction of paper it takes practically 100 horse-power to make a 
ton of paper. It is not therefore surprising that the motive power 
in this industry is largely confined to hydraulic energy, and that 
Canada has taken the high position which she has in this field 
of enterprise. Similarly, the electro-chemical industries, like the 
Aluminum Company of America, have been attracted to the St. 
Maurice and Saguenay valleys in large numbers in recent years 
because of the stores of power available. These experiences have 
made Canadians keenly aware of the advantage which the pos- 
session of great water-power resources gives the Dominion in 
various branches of industry, and they realize that the nearness 
of this power to the chief centers of manufacturing—Vancouver, 
Winnipeg, Toronto, Hamilton, Montreal, and Quebec—makes 
their industrial future very promising. They do not mean to 
have their advantage in cheap power wrested from them by 
American competition for it, or by heavy exportations of it for 
the use of competitors. 

The policy which has found general favor in Canada has 
been so to regulate the use of power as to protect the public 


* Debates, March 27, 1925. 
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from being exploited, even to the extent of being compelled to 
pay a competitive rate for power. In the very first important 
debate on the subject, in 1906, both political leaders made the 
positions of their parties clear. Mr. (now Sir Robert) Borden, 
speaking on behalf of the Opposition, said: 

I think that we should all agree that leases of water powers controlled 
by this government should be made for such terms and under such condi- 
tions as will prevent an undue share of the increment of the value being 
taken up by private corporations. ... . If you grant to a corporation for 
speculative purposes a long lease of power, . . . . when that power is de- 
veloped and when it comes to be utilized through the corporation by the 
public, the general public will get very much the worst of the arrangement.?® 


Sir Wilfrid Laurier, speaking as prime minister, said: “I am 
prepared to agree with him in this respect, that the object which 
we should have in view is to protect the consumer and in all laws 
made in the future the government should retain in their own 
hands the power to regulate prices to the consumer.’ Clearly, 
it is difficult to allow foreign companies to export power if the 
government is going to carry out very effectively its task of reg- 
ulating “prices to the consumer.” This has been one line of at- 
tack time after time when charters to companies which proposed 
to export power were before Parliament. In 1923 Mr. Hermas 
Des Lauriers protested that certain companies, “having in view 
exportation to the United States of some of the electric energy 
for their own exclusive gain, were holding up the cost of elec- 
tricity to a prohibitive price, and making ready to act the same 
part, when opportunity arises, as the American monopolist has 
done.’”** Mr. Arthur Dennis and others, two years later, gave 
the argument a new twist by showing that certain companies 
operating in Quebec were charging more to local consumers than 
to those in New England. This practice of “dumping” elec- 
tricity in New England by selling to American manufacturers at 
low contract rates and to Canadian manufacturers at higher 
market rates was one of the causes of the province imposing an 
embargo on export, and has been an important factor every- 


*” Debates, March 26, 1906. ™ Debates, February 26, 1923. 
* Ibid. * Tbid., April 3, 1925. 
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where in arousing opposition to the export of power. This has 
been especially true of the Canadian householder, who pays 
month by month the company’s current rate, whereas the Amer- 
ican householder usually buys Canadian power through an 
American company or municipality which has a yearly or longer 
contract rate. 

Apart altogether from the desire to regulate prices, it has 
become the conviction of many that the time is fast approaching, 
if it has not now arrived, when it will be necessary to link up all. 
power systems so that peak loads may be transferred from one 
section of a province to another, or even from province to prov- 
ince. But, it is asked, how will this be possible if American com- 
panies have power stations in Canada, and even Canadian com- 
panies are large exporters, and these companies are scattered 
about the country?** 

Finally, as concerns Central Canada as a whole, the country 
is opposed to the export of “‘white coal’ because it has no “black 
coal.” Supplies of the latter must be brought from Pennsylvania 
or Nova Scotia, so that the use of power reduces the demand for 
this comparatively costly commodity. It may be argued that 
this circumstance creates a natural local market for power and 
removes the necessity for government action. There is much in 
this, but not enough to prevent the people fighting every effort to 
deprive them of their one local source of power or to secure con- 
trol now of powers which they know they will soon need for 
themselves.** 

We have now completed the survey of factors which influ- 
ence large sections of the people in their opposition to the export 
of power. There remains only to consider local policies in the 
various provinces which are actual or potential exporters of 
power. 

Commencing with New Brunswick, the province farthest 
east which exports power, we find the opposition, until recently, 
centering round the sending out of the country of pulpwood and 

* Cf. speech by Des Lauriers, February 26, 1923. For a discussion by an 
American of the same point, see Survey (March, 1924), p. 557. 

* Cf. speech by T. L. Church, Debates, April 26, 1922. 
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of electricity for the purpose of manufacturing paper across the 
border. The exodus of New Brunswickers to New England has 
always been a source of anxiety, and especially has this been the 
case since the war. The people have consequently been anxious 
to keep raw materials and power at home so as to give the neces- 
sary work within their own borders.** More recently the prov- 
ince has also set up a hydro-electric power commission on the 
lines of Ontario, and has begun the distribution of power at cost 
to municipalities which join in the scheme, and to farmers in the 
more thickly settled portions of the country. This involves the 
use of power in a fashion which does not permit of open competi- 
tion for it, and the charge of the market price. The province is 
therefore opposed to American competition and to export. It 
should be pointed out, however, that the Commission does ex- 
port 3,000 horse-power to the United States. This is by order 
of the International Waterways Commission as a condition of 
permitting it to dam the St. John River just below the Maine 
border for the generation of power. 

Concerning Quebec we have already touched on the racial 
and religious questions, as well as the discrimination against 
Canadian users of which some exporters were guilty. The prov- 
ince has always opposed the public operation of utilities in any 
form.** Consequently the argument was advanced that, to pro- 
tect itself, it was obliged to impose an embargo, since the way 
was open for American plants to secure control of power, as in- 
deed they did on the St. Maurice, for export in large quantities.*’ 
Probably the most complete summary of the various arguments 
used in the province against the export of power is that con- 
tained in the preamble to the act assented to March 24, 1926, 
prohibiting the export of power in any form. It read as follows: 


* Cf. speech by G. B. Jones, Debates, April 30, 1925. 


* The province has constructed great dams on the St. Maurice, St. Francis, 
Gatineau, and Saguenay rivers at very considerable cost to regulate the flow, and 
would naturally object to the companies using this power, guaranteed them thus, 
for export to the United States. 


* Cf. speech by H. C. Hocken, Debates, March 27, 1925. 
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WuHexreas, The province contains numerous waterfalls suitable for the 
development of electric power; 

Wuereas, By industrial development and the increase in domestic 
needs, the application of electric power is becoming more considerable 
every day; 

WHEREAS, Coal, oil, wood and other fuel are daily becoming more dif- 
ficult to obtain and more expensive; 

WueErEAS, The industrial, commercial, and economical development of 
the province indicates that in the near future all the waterpowers which are 
the most accessible and the least costly to operate will be utilized; 

WHereEAs, Once exportation of electric power is permitted, it seldom 
can be stopped or suspended without giving rise to serious difficulties; 

WHEREAS, It is in the best economical interests of the province, for 
the promotion of its industry and commerce, to attract capital and create 
industrial centres therein in which workmen would find employment, there- 
by stopping emigration, and in which farmers would find markets for their 
produce; 

WueErEAS, The prohibition to export power in the cases hereinafter de- 
termined will constitute an important factor to assist in attaining these ob- 
jects, and it is, therefore, expedient to enact provision to that effect... . . 88 


Here is a sufficiently complete indictment of the policy of ex- 
port. Premier Taschereau, in defending the measure in the legis- 
lature, urged the vested interest argument especially. “The day 
that we export power to the United States to operate mills in 
New England and the tramways in the big American cities it 
will mean that at no time can such export be stopped.””* Still, it 
may be safely asserted that the fate of the measure really turned 
on the policy of keeping French Canadiaiis in the Canadian en- 
vironment, and incidentally thus helping to keep down the pre- 
ponderance of the Anglo-Saxon element in the population of the 
Dominion. 

In Ontario “the basic principle of the whole hydro project is 
a partnership of municipalities formed to obtain electrical en- 
ergy at cost, each municipality paying its proportion of the cost 
of the whole service received.” It is true that the nationalistic 
arguments already enumerated, and chiefly the fear of the at- 

* Quoted in Power, LXIV, 680. 


* Quoted in the Electrical World (January 3, 1925), p. 64. 
“Sir Adam Beck in the Survey, March, 1924. 
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tractive power of a great country and the feeling that inde- 
pendence necessitates resistance even in small things, play a 
more important part in Ontario than in any other province, yet 
even here the fundamental fact in Ontario’s attitude toward the 
export of power leaves the United States entirely out of the pic- 
ture. Robert Bruére summed up the situation very completely 
in the Survey: 


When the engineers began harnessing the Falls, the merchants, manu- 
facturers, and craftsmen in the small Ontario towns, together with their 
socially interdependent agricultural neighbors, rebelled at the notion of a 
huge suction pump at Niagara which would draw the life blood out of their 
communities Accordingly they fought for the organization of the 
Hydro-Electric Power Commission, with a view to decentralizing the power 
generated at Niagara and having it evenly distributed throughout the 
province in order that their small towns and rural communities might 
flourish after their kind. They won. Today their farms are undergoing 
rapid electrification; as contrasted with New York state, the small towns 
of Oniario are prospering. Woodstock, for example, with its twenty-eight 
different industries, all using electricity, which, like the water supply, is 
publicly owned and distributed, is growing with its roots in its own ground— 
not a one-industry mushroom town, but a sort of manor town to the sur- 
rounding countryside.*? 


This is a fair statement of Ontario’s position. The towns 
quickly saw that Niagara power might merely mean a greater 
Toronto and a greater Hamilton, plus an additional drain on the 
young life of the countryside, but that it could equally mean a 
quickening of the industrial life of their towns if the element of 
gain were eliminated from the sale of power. Consequently they 
banded together to introduce co-operatively a new industrial 
revolution which should bring back, as it has done, certain 
classes of industries to the smaller places because rents, taxes, 
and labor costs were lower and power and capital as cheap as in 
the great centers. “The hydro in Ontario has come close to 
bringing the ‘electrical age’ to full bloom in many localities by 
reason of exceedingly low cost to buyers.”** Ontario is today not 
a province of one or two large towns plus a quiet countryside. It 
is true it has its large towns, but the conveying of electricity to 
385 municipalities at practically equal cost, and that amazingly 

“ Survey, March, 1924. * Literary Digest, February 5, 1927. 
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low, has resulted in the whole province becoming one vast hive 
of industry.“ 

Furthermore, cheapness has been in the forefront of pro- 
vincial policy. “The undertaking has meant a saving of millions 
of dollars to the consumer. Sir Adam Beck maintained before 
the Public Ownership League conference last year (1923) that it 
had already saved no less than $100,000,000 to the people of the 
province in reduced charges alone . . . . and yet the hydro 
municipalities were able in 1923 to set aside a surplus of over 
$1,000,000.** 

Now, this selling of power at cost has resulted in its being 
used in a variety of ways never dreamed of before. Perhaps of 
equal importance to that of distributing power at cost, and there- 
fore at practically equal cost to all municipalities, has been that 
of carrying power to the countryside. 

In 1921 a provincial act, the Rural Hydro-Electric Distribution Act, 


was passed. .... It provided a bonus on rural primary lines to the extent 
of 50 per cent of their cost. This policy has been generally approved; dur- 
ing 1922, 440 miles of rural distribution lines were constructed. ... . Al- 


though the aggregate load of electrical energy distributed is relatively quite 
small, its influence on the economic life of the province is already a factor 
of great importance. The problem of keeping the younger generation on the 
farm and making farm life attractive is greatly helped, and in some cases 
solved, by the coming oi electrical service.*® 


“ The price of hydro-electric power in Ontario towns: 




















AVERAGE Net CHARGE 
DISTANCE Resid Cc ial 
Towns POPULATION FROM eneeacs —oo P 

FALLs om ~ sated 

(Dollars per 

(Cents per (Cents per | H.-P. Year) 

Kw.-Hr.) Kw.-Hr.) 

Toronto ee rn 512,812 90 2.2 2.8 21.00 
See ee 114,766 50 2.1 1.2 13.63 
Ottawa... 7 110,708 I 1.6 1.8 13.52 
London. . 59,281 132 1.9 1.7 25.14 
Windsor. . 37,170 248 3.0 3.1 23.78 
Brantford 32,786 85 1.8 1.4 19.56 
Kitchener 23,027 192 2.4 1.8 16.69 
Peterboro. 21,790 2 2.9 1.8 15.97 
De. CAUEED oh cc cccnseces 19,682 9 1.4 1.5 14.56 
CTH 14,805 I 1.6 1.5 13.26 




















“ Nation, CXIX, 355. “ Survey (JMarch, 1924), p. 590. 
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Today on the farms of western and central Ontario a vast va- 
riety of work is done by electricity which was formerly done by 
hand. The drudgery of farm “chores” is largely gone because 
cheap power has been made to do much of the heaviest work. At 
the end of 1927 rural lines were constructed to serve 25,300 con- 
sumers in these districts, and during the present year 1,050 miles 
will be added to serve 6,600 consumers. 

Nor has the lightening of the burden been one sided. Past 
improvements aided men folk but left the work of farm women 
painfully hard. Robert Bruére’s description of the state of af- 
fairs in the United States formerly applied with equal force to 
the farm women of Ontario. 

Twice as much primary power is used by our farmers as by all our 
factories combined. But much of it is literally horse power or mule power. 
: . Nor are horses and mules handy about the house. They will draw 
plows and wagons, but they are not apt at cooking meals, dusting the floors 
and furniture, washing and ironing clothes. At best they are man’s servants, 
not woman’s. It is the woman especially whom the isolation and hardships 
of farm life drive to the city or to insanity or both.*¢ 
Today the farm woman of western and central Ontario has her 
electric washing machine, electric stove, electric iron, and all the 
electrical devices which have made her city sister’s lot more 
pleasant. This carrying of power to the countryside has been 
possible because the government has borne half of the charges 
of installation and the people had power delivered to them at 
cost, minus the government grants. The advantage of serving 
the farmers has had its reflex benefit on the whole power situa- 
tion. It has meant the creation of a demand for power which is 
the heaviest in the early mornings and late evenings, and in the 
winter; that is, precisely at the times when there is power to 
spare. But no private corporation could instal rural lines and 
sell power at prices attractive to farmers, and certainly would 
not do so if an American urban market were competing for 
power. 

This new demand for power for the farms not only had the 
effect of flattening out the demand curve at times when the load 
had been lightest but, in conjunction with increased domestic 


“ Survey (May, 1925), p. 164. 
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consumption in cities, had the startling effect of absorbing the 
new electric power made available during the years of depression 
from 1921 to 1926. In 1923 Sir Henry Drayton said: “T sincerely 
hope the government will see to it that the amount of electricity 


exported is not increased. .... I can tell the House that so 
marked is the shortage . . . . that already they are using steam 
in Toronto to look after peaks. .... We have shortages in 


nearly all the different districts from which power is supplied. 
. You cannot contract for power today in Ontario.”*’ In 
1924, when the first units of the 600,000 horse-power plant at 
Chippewa had come into use, Sir Adam Beck said, “Present in- 
dications clearly indicate that the power markets will be short 
of power before the St. Lawrence hydro-electric power can be 
made available, even though work were commenced immedi- 
ately.”’** In 1925 the Ontario Power Commission felt compelled 
to instruct all municipalities to restrict extensions severely pend- 
ing completion of the plant at Chippewa.** But by the beginning 
of 1927 it was becoming evident that even this great increase to 
available power was being rapidly taken up, and a contract was 
made with the Gatineau Power Company, in the province of 
Quebec, for 260,000 horse-power, delivery to commence De- 
cember 1, 1928.°° 
This, then, is the answer to the question as to whether the 
development of the St. Lawrence and Ottawa water powers 
would not make power available for export. All other sources of 
power are already exhausted, and the country west of Toronto is 
crying for more. The Hydro-Electric Commission has been 
forced to turn a deaf ear to the appeals from towns and farms in 
eastern Ontario along the St. Lawrence River for power because 
none has been available. They have been waiting for St. Law- 
rence and Ottawa developments to do for the east what Niagara 
has done for the west. And we may be sure that Ontario does not 


“ Debates, February 26, 1923. 
“ Survey (March, 1924), pp. 587-88. 
” Electrical World, XXCV, 367. 


” Ottawa Citizen, Diamond Jubilee Number, Power Section. 
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mean to let American competition force up prices here for power 
any more than west of Toronto. 

Why, it may be asked, then, if there is such a considerable 
market for power, did the Canadian government, in its note to 
Washington in April last, urge construction only as rapidly as 
the Canadian market was able to absorb the power? The answer 
is twofold. There is the question of some two hundred and more 
millions of dollars which the Dominion government would have 
to find to cover its share of the outlay involved in connection 
with the waterway, and the country has developed a wholesome 
fear of debt since the war. Slow construction would enable the 
Dominion to finance its share of the costs out of current revenue. 
It has also to be kept in mind that the Dominion will be incur- 
ring heavy expenditures on the Welland Ship Canal until it is 
completed in 1929, and that this is recognized as part of the St. 
Lawrence deep waterway scheme. The second answer is that the 
Ontario Hydro-Electric Commission would have to face very 
considerable overhead costs connected with the construction of 
power plants and the erection of high tension, and other lines 
all over eastern Ontario, and it would prefer to bear only a cer- 
tain amount each year even though the market is largely in sight. 
In connection with costs it should be borne in mind that, as 
pointed out previously, only about one million horse-power out 
of the five million to be developed will be American, and that 
this may be taken as a rough approximation to the American 
share of costs, since the Canadian government has declined to 
allow the United States government to share in the construction 
of portions lying entirely within Canadian territory. Americans 
respect that attitude because they see in it a desire to keep out 
of the scheme all causes of future friction. Of course it must be 
admitted that for vested interest, sentimental, and other reasons 
Canada does not wish to sell the power in the United States 
pending the construction of lines in Eastern Ontario. Or rather, 
for it would amount to this, Ontario does not feel able to erect 
the power stations necessary to develop the two million horse- 
power which is roughly her share, yet insists that all power on 
the St. Lawrence, as elsewhere in the province, must be owned 
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by the Hydro-Electric Power Commission in keeping with the 
whole policy of the people established through a quarter of a 
century of power experience. 

The next province in which power may be made available 
for export is Manitoba. None has ever been exported. The chief 
market is the city of Winnipeg, which advertises itself as offering 
to manufacturers and others the cheapest power of any city on 
the continent. Furthermore, the province has set up a Hydro- 
Electric Commission and has commenced an intensive campaign 
to make electricity as popular on Manitoba farms as it is in On- 
tario. Manitoba’s answer, then, to the question of export is that 
she is not interested in selling her power at its market price. She 
wishes to sell it at cost to those on her farms and in her homes to 
lighten the burdens and add to the amenities of life, and to those 
engaged in industry and commerce throughout the province, so 
as to give the province a more “all round” development. 

Finally, we turn to British Columbia, a province which is 
as completely dominated by its chief city as is Illinois. Van- 
couver advances yearly with giant strides and dreams pardon- 
able dreams of one day being the second city on the continent. It 
is taking about all the power it can buy and is chronically crying 
for more. Farther inland the mines, fruit farms, and towns are 
using power in rapidly increasing quantities. As to export, there 
is not so marked a national prejudice toward the United States 
and things American as farther east, and so there is not so 
marked a hostility toward the export of power. The chief argu- 
ment of the Sunset Province may be summed up in the words of 
her most distinguished representative in the Dominion House, 
Hon. H. H. Stevens, of Vancouver: 

Power ought to be looked upon as an implement, a tool, and not as a 
product, and I think we should serve notice on the world that we expect 
persons who want our power to put their factory beside the power. .... 
Take the export of power on the Pacific coast... .. I venture to say that 
the expansion of the city of Vancouver . . . . will result inside of ten years 
in the absorption of all the available power at the present time. ... . The 


B. C. Electric and the Western Canada Power Company are bound to say: 
The price must go up. We cannot supply our customers south of the line 
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with whom we have contracts, and we cannot increase the sale here 
Then what will be the result? The retarding of the development of industry 
on the Canadian side.** 


In conclusion we may say that, while national prejudices 
toward the United States, which express themselves in fears, 
partly real and partly false, of American vested interests and 
power trusts do greatly color the attitude of Canadians toward 
the export of power, the main motives lie elsewhere. In Quebec 
they are racial and religious. In New Brunswick and british 
Columbia the chief aim is to keep power and raw materials at 
home, and use idle population that otherwise might migrate, to 
manufacture the raw materials into completed products. In 
Ontario and Manitoba the desire is to provide power below cost 
in rural districts to lighten work and add to the amenities of life, 
and in towns at cost so as to attract industry yet distribute it as 
evenly as the nature of different industries makes possible over 
each province. In such schemes the policy of exporting power 
can have no place. 

J. S. PRENTICE 


DeFIANCE COLLEGE 
DEFIANCE, OHIO 


™ Debates, May 14, 1925. 














THE EFFECT OF THE 80 PER CENT CREDIT CLAUSE OF 
THE FEDERAL ESTATE TAX LAW ON STATE 
INHERITANCE TAX LAWS 


MONG the many radical changes in tax rates effected by the 
Revenue Act of 1924, one clause appearing in the section re- 
lating to the estate tax is especially noteworthy, since it intro- 

duced an entirely new idea into federal taxation. After enumerating 
the taxes which shall be collected from estates of various sizes, the law 
further states that “the tax imposed by this section shall be credited 
with the amount of any estate, inheritance, legacy, or succession taxes 
actually paid to any state or territory or to the District of Columbia. 
. . . « The credit allowed by this subdivision shall not exceed 25 per 
centum of the tax imposed by this section.”* In practice this simply 
means that if the federal government imposes a tax of $10,000 on an 
estate it will require the payment of only $7,500, provided that the 
total tax imposed by a state or state equals or exceeds $2,500. 

The inclusion of this credit clause, as it was called, was obviously 
the result of a compromise. The fight, primarily, was between those 
who upheld the legal or constitutional right of the federal government 
to tax estates and those who argued either that estates properly should 
be considered subject to state taxation only, or that duplication of 
state and federal taxes led to excessive burdens on the same property. 
Although the result was a compromise, the greater victory rested with 
the former group, for it succeeded not only in retaining the tax but also 
in raising the rates, which stood in the act of 1921, at a maximum of 
25 per cent on estates in excess of $10,000,000, to a maximum of 40 
per cent on the same sized estates in the act of 1924. The latter group 
could find only slight satisfaction in the credit clause, which gave 
promise of preventing at least a part of the duplication complained of. 

Between the passage of the 1924 act and the act of 1926, numer- 
ous bodies became interested in the subject of inheritance taxation. At 
least two national conferences were held under the auspices of the 
National Tax Association, and after a thorough study of the entire 
problem a committee appointed by the Association made an exhaustive 
report which contained specific recommendations on a number of 

* Revenue Act of 1926, Table III, Sec. 301 (b). 
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points. Among other things, it gave hearty approval of the 25 per cent 
credit clause and advocated that it be increased to 80 per cent, on the 
grounds that it would tend to bring about greater uniformity in rates 
among the various states, would tend to reduce excessive duplication 
of taxes between state and federal governments, and would permit the 
gradual retirement of the federal government from the field.? The 
proposal found ready acceptance in Congress and was enacted in its 
entirety in the Revenue Act of 1926. 

Even before the enactment of the 1926 law, however, the efficacy 
of the credit clause in establishing uniformity of rates was being 
proved, for a number of states, including Pennsylvania, Georgia, and 
New York, amended their laws in order to secure full benefit of the 
credit.® 

Usually these changes do not involve a complete revision of rates, 
but merely consist of a clause which provides that in case the total tax 
imposed by the existing state rates is less than the credit allowable by 
the federal statutes, an additional tax shall be levied sufficient in 
amount to equal the credit. With the increase in the allowable credit 
from 25 per cent to 80 per cent several more states made similar 
changes, so that by the end of 1927 the total number amounted to 
seventeen, as shown in Table V. 

However, neither the increase from 25 per cent to 80 per cent in 
the allowable credit, nor the very radical reduction in rates (the maxi- 
mum was reduced to 20 per cent on incomes in excess of $10,000,000) 
has been sufficient to allay all opposition. The criticism most fre- 
quently voiced is that the federal government is accomplishing indi- 
rectly and by subterfuge what it is denied the right to do directly— 
that is, determine the rates which shall be imposed by states. Obviously 
Congress cannot dictate the rates to be charged by any state, nor can 
it force a state to levy an inheritance tax of any description, but it can 
accomplish precisely the same thing by holding out the lure of revenue. 
The most telling force in the whole process is that the failure to charge 
rates equivalent to the full 80 per cent credit operates in no way to 
lighten the burden on its own citizens. In any case, the total amount 
of taxes paid by the taxpayer must at least equal the amount levied by 


* Report of the National Committee on Inheritance Taxation, Conference, 
New Orleans (November 10, 1925), pp. 29-30. 
* [bid., p. 29. 


*See, for example, Pamphlet Laws of Pennsylvania, 1925, No. 416, and 
Pamphlet Laws of Pennsylvania, 1927, No. 436. 
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the federal government; if the state refuses to adjust rates so that they 
are as high as the allowable credit, it merely turns into the treasury 
of the United States revenues that might have gone to the state. 

Viewed solely from its theoretical angles, strong arguments can be 
advanced against the general policy of centralizing power in the hands 
of the federal government, whether it be secured by means of the sub- 
sidy system under which states are accused of selling the right to de- 
termine their own standards for roads or schools in order to secure the 
“dollar-for-dollar” federal aid, or whether it be secured, as in the 
present case, by “refunding” to taxpayers a portion of the tax levied 
on account of taxes paid to the state. The usual answer to these rather 
academic arguments is based on the advantages of uniformity. It is 
better, it is asked, to preserve all the shadowy forms of state sovereign- 
ty, and probably have forty-eight haphazard systems of schools, high- 
ways, and inheritance taxes, or is it better to give up a part of this 
theoretical and uncertain right of a state to determine its own affairs 
in exchange for the undoubted advantages of uniformity? Stated in 
this way, most people would probably choose the latter system. But 
the more fundamental question is, what kind of uniformity has been 
achieved? In the case of inheritance taxes, has it been necessary for 
many states to increase their rates in order to be entitled to the full 
credit allowable? And is there any evidence that the rates in the fed- 
eral law, and consequently the state rates which will be established, 
are more soundly conceived than the state rates now in existence? 

In arriving at the answer to the first question the total tax im- 
posed on estates of various sizes by the federal government was figured 
and 80 per cent of this taken as the credit allowable for state taxes. 
The credit was expressed as a percentage of the corresponding estate 
in each case in order to facilitate comparison with the rates in effect 
under state laws (see Table I). Next, the total tax imposed by states 
on estates of various sizes was determined, and this sum also expressed 
as a percentage of the total estate. Because of the amount of computa- 
tion required, it was decided to limit the study to one-third of the 
states on the assumption that this number would accurately reflect 
conditions as a whole. To guard against biased selection, the first 
sixteen states appearing in alphabetical order were selected. Table II 
shows for three classes of heirs the total tax and the effective rate that 
was being charged against estates of $500,000 at the time the credit 
clause was adopted. Now by glancing at Table I we see that any state 
that was imposing a tax of at least $10,000 on estates of $500,000 
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would be entitled to the maximum credit and would not find it neces- 
sary to raise its rates. Turning to Table II we find that in all sixteen 
states the tax imposed on shares of this size going to strangers was 
greatly in excess of $10,000, the lowest being $25,000 in the case of 
Maryland, and the highest, $122,000, in Illinois. The same condition 
holds true for shares bequeathed to brothers, the minimum tax of $17,- 
ooo being imposed by Idaho, the maximum, $63,000, by California. 
Coming now to heirs of the first class, widows, we find that in only 


TABLE I 


EFrectTiIvE Rates* or TAX UNDER THE FEDERAL 
EstaTE TAX OF 1926 











y + A % 
$icc.con Exemption | TotalTax | Effective Rate | paective Ratet 
S ROGGE 6 6 ccccs $ 500 33 .27 
$06, G08... cccccs 1,500 9S .60 
$60,600... <.0005. 4,500 1.50 I.20 
$00,008. . 20600 12,500 2.50 2.00 
eer 48,500 4.40 3.83 
2,300,000. ..20000. 133,500 6.35 5.09 
pe ee 238,500 7.69 6.15 
4,100,000........ 363,500 8.86 7-09 
$300,000. ..cc00 503,500 9.87 7.90 
©, 300, 600........6. 653,500 10.71 8.57 
i 813,500 11.47 9.17 
SB, 300,000. .6<0s0. 983,500 12.14 9.71 
@ 5 BOO, OOD... ocvcce 1,163,500 12.78 10.23 
BD, 300,000... 1,353,500 13.40 10.72 














_  *Effective rates” are computed by stating the total tax on an estate of a 
given size as a percentage of that estate. 


t This is the “effective rate” which the states must charge to secure the 
full credit. 

three states is the effective rate less than 2 per cent. In Maryland 
shares going to widows are exempt entirely from tax. The lowest rate 
actually in effect was in Kansas, where an exemption of $75,000 and 
very low rates graduated from one-half of 1 per cent to 2 per cent 
combined to make a total tax of only $7,625, or 1.32 per cent on a net 
estate of $500,000. In Maine the low effective rate of 1.83 per cent is 
accounted for by low nominal rates ranging from 1 per cent to 2 per 
cent, the maximum applicable to shares in excess of $100,000. The 
average effective rates in all sixteen states for each class of heirs are 

shown in Table ITI. 
To summarize, none of the sixteen states studied would have 
found it necessary to raise their rates on shares of $500,000 going 
either to strangers or brothers in order to be entitled to the full credits 








EFFECT OF THE 80 PER CENT CREDIT CLAUSE 629 





allowable under the federal law, and only three would have been re- 
quired to raise the rates on shares going to widows. Or, putting it a 
little differently, all states, except three, were taxing all classes of heirs 


TABLE IT 


Tue ErrectivE RATE oF Tax IN VARIOUS STATES AT $500,000 BEFORE 
ENACTMENT OF THE CREDIT CLAUSE 
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at rates higher than the uniform rates which were intended to be estab- 
lished by the federal law, and in these three the low rates applied only 
to heirs of the first class, widows. 

These conclusions hold true only for estates of $500,000 or less. 


TABLE III 


AVERAGE EFFECTIVE RATES* OF STATES ON SHARES OF 
$500,000 COMPARED WITH FEDERAL RATES 











Widow Brother Stranger 
A ees reer 3.68 6.62 12.6 
I sic ac ad pied cleded 3-33 6.50 11.6 
Full federal rate......... 2.5 2.5 2.5 
80% of federal rate...... 2.0 2.0 2.0 














* Effective rates are computed by expressing the total tax imposed on $500,000 
as a percentage of $500,000. 


What are the facts when the larger estates are considered? Are the 
state taxes always in excess of the federal credit? 

Instead of attempting to discover the exact point at which the 
state tax is less than the full credit allowable (and hence necessitates 
a change in law), the comparison has been made by $1,000,000 inter- 
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vals. The results are shown in Table IV. Thus we find that on net 
estates of $1,100,000 (before the $100,000 exemption) going to the 
widow the state tax fell short of the full allowable credit in three 
states: Idaho, Georgia, Louisiana. Reference to Table IV will show 


TABLE IV 


APPROXIMATE Pornts AT WuHIcH STATE RATES FALL SHORT OF THE 
FuLt ALLOWABLE CREDIT (BY $1,000,000 INTERVALS) 
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for each state and each class of heir the point at which additional 


levies are required. 


One fact stands out conclusively from this brief survey: that 
radical changes in state rates will not be required even if all states de- 
sire to take full advantage of the credit clause. State rates in general, 
and particularly those on second- and third-class heirs, were higher in 


1926 than the uniform rates which it was hoped would be established © 
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through the operation of that clause. Such increases as are required 
are in the upper brackets, for if we lump together all three classes of 
heirs we find that in more than half of the cases the increase, if re- 
quired at all, becomes necessary only on estates in excess of $5,000,000. 

Assuming that the states are induced to change their laws to secure 
the full credit, and that uniformity is thereby achieved, what can be 
said as to the soundness of the new rate structure? This cannot be 
answered until we agree on the purpose which inheritance taxation is 
designed to accomplish. Is it supposed to socialize wealth by breaking 
up large fortunes, or simply to secure revenue by reaching an espe- 
cially obvious form of ability to pay? In the absence of any specific 
declaration of purpose the latter must be accepted, and to it must be 
applied the same canons of taxation as are applied to other taxes: 
certainty, convenience, cost of collection, ability to pay, etc. 

Perhaps the most frequently voiced objection to inheritance taxes 
is that they tend to dissipate or destroy capital. Without elaborating 
the arguments pro and con, it is evident that whether or not inherit- 
ance taxes do have this effect hinges on two main points: first, the 
total burden imposed, and second, the length of time allowed for pay- 
ment of the tax. The facts as to the total burden imposed by the fed- 
eral government are shown in Table I. The “effective rate” is deter- 
mined by dividing the total tax by the net estate. 

The significance of this burden becomes apparent if we think of it 
in terms of annual return on the estate. Thus, the tax of $12,500 on 
an estate of $500,000 represents a return of only 2.5 per cent and could 
very easily be paid from one year’s income from the property. Simi- 
larly, the tax on a $5,100,000 estate could ordinarily be paid from two 
years’ income, and that on $10,100,000 from three. If the opponents 
to the tax are serious in their contention that it is confiscatory, the 
remedy is simple: merely extend the period in which the tax must be 
paid so that it may be paid entirely from earnings from the property. 
The federal government has already taken a step in this direction by 
inserting the following clause: “When the Commissioner finds that 
the payment on the due date . . . . would impose undue hardship 
upon the estate, the Commissioner may extend the time for payment 

. not to exceed five years from the due date.”*® If such a clause, 
in mandatory rather than discretionary form, should be adopted by the 
state governments, the most plausible argument against inheritance 
taxes would be destroyed. 


* Revenue Act of 1926, Title III, Sec. 305 (b). 
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Another thing of interest is the method used by states to change 
their laws in order to be entitled to the full credit. This problem has 
been complicated by the fact that practically all states were taxing 
the individual shares, whereas the federal credit is based on a tax ap- 
plied to the entire estate. In making the change two general methods 
may be followed: the inheritance tax on the shares may be completely 
abolished and an estate tax with rates equivalent to, or in excess of, 80 
per cent of the federal rates established, or an estate tax may be super- 
imposed on the inheritance tax already in existence. Of the seventeen 
states which have legislated on the point, only two (Georgia and 
North Dakota) have followed the first plan.* When the second is used, 
the usual thing is to state that in addition to the inheritance tax there 
shall be levied a tax against the entire estate, but that the latter tax 
shall not exceed the difference between the inheritance taxes levied 
and four-fifths of the federal tax. A few states (Colorado, Montana, 
and Rhode Island) have not been content with such a blanket provi- 
sion, but have established definite rates equivalent to four-fifths of the 
federal rates. Oklahoma falls in a third class, in that the inheritance 
tax is retained, but the rates on shares of first and second degree heirs 
are made equal to 80 per cent of the federal rates, except on shares of 
less than $1,000,000, where they are slightly higher. On third-degree 
heirs the rates are six or seven times as great, in the lower brackets, 
and do not coincide with the federal rates until estates in excess of 
$4,000,000 are reached. 


TABLE V 

States WuHicu Have Ratsep Rates TO SECURE THE FULL CREDIT 
California North Carolina 
Colorado North Dakota 
Delaware Ohio 
Georgia Oklahoma 
Maine Pennsylvania 
Massachusetts Rhode Island 
Missouri Vermont 
Montana Virginia 


New York 


*In North Dakota the state rates bear only an approximate relationship, be- 
ing graduated to a maximum of 7 per cent on estate over $1,500,000 in contrast 
with a maximum of 20 per cent on $10,000,000 in the federal law. 
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CONCLUSION 

The credit clause of the Revenue Act of 1926 has proved very de- 
sirable in that it has prevented excessive duplication of taxes between 
the states and the federal government. It has also secured a certain 
degree of uniformity in rates, but this uniformity is more nominal than 
real, since most states have changed their laws by simply superimpos- 
ing an estate tax on the existing inheritance taxes.. There is absolutely 
nothing about the operation of the clause to establish maximum rates 
which the states may charge, nor to reduce the scale of existing rates. 
Its only effect is to cause some states to impose a heavier burden than 
they were already imposing, but investigation shows these changes 
were necessary only for the first class of heirs, and only on the larger 
estates—usually those in excess of $10,000,000. Even when the changes 
are made, the total levy of both state and federal taxes is not excessive, 
when viewed in relation to annual income from the property; on net 
estates of $5,100,000 the effective rate is only 9.87 per cent, which 
usually represents less than two years’ annual earnings. General adop- 
tion of the practice of allowing the tax to be paid in installments not in 
excess of the annual earnings would remove the objection that estate 
taxation tends to destroy capital. 

Cuartes P. WHITE 

UNIveRSITY OF PENNSYLVANIA 
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The Confessions of a Capitalist. By Ernest J. P. BENN. New 
York: Charles Scribner’s Sons, 1926. Pp. 287. $5.00. 


As an autobiography of a business man this is a highly diverting 
performance. Sir Ernest Benn tells modestly, and yet not too modest- 
ly, of his rise to a position of prominence in the publishing field, with 
a business of $2,000,000 a year and an annual income of $50,000, 
though this income is equivalent to only $15,000 of the 1914 variety, 
due to increased prices and (as he explains almost gleefully) “intoler- 
able taxation.” The account of his early struggles, of the nine suc- 
cessful publishing ventures and the sixteen that lost money, of occa- 
sional excursions into unfamiliar regions (usually with losses, but once 
with a profit of £1,000 in a week), and his passing comments on busi- 
ness practices and life in general, all make first-rate reading. 

Sir Ernest appears to be, on the whole, an excellent employer. 
Wage rates are not mentioned, but since the printing trades are thor- 
oughly organized, we may assume that his workers are well paid. The 
working week, for his clerical help and manual laborers, is but 3714 
hours, with Saturdays off. He reserves to himself alone the hiring and 
firing of employees, moves them to new departments if their work is 
not satisfactory, and makes no discharges until three departments 
have reported unfavorably. He considers it his “duty as a business 
man to prevent business from being slack,” and has never discharged 
any employee solely on account of bad trade. Though he thinks profit- 
sharing unsound, he practices it; he believes strongly in employee 
stock-ownership, and has sold to members of his staff approximately 
$200,000 worth of stock in his business. This, surely, is a record not 
to be despised. 

Sir Ernest Benn has, however, two pet grievances: One is the 
growing power of labor unions, and the uses to which it is put; and 
the other, “the modern mania for invoking public action, for taking 
money which would be productive and useful if left in private hands, 
and rendering it sterile and useless in the dead hand of the State ma- 
chine.” When he gets on these subjects, Sir Ernest talks a little wild- 
ly. Though he would not welcome the comparison, he resembles some- 
what our own Upton Sinclair, in that he is swept along by enthusiasm 
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for his cause, and often makes statements that might easily prove mis- 
leading. “Trade union practices and restrictive regulations,” for ex- 
ample, are a “chief cause of any lack of wealth from which any of us 
are suffering”; and they make doubly difficult the entry into business 
fields of “many thousands of young men who ought to be encouraged 
by every means in our power.” Now this may be truth, but it is cer- 
tainly not the whole truth. Though some trade-union practices are 
unquestionably wasteful, it does not follow that the unions should be 
abolished, or (as one might infer from Sir Ernest’s statement) that 
their abolition would result in greater wealth. Nor is there reason to 
believe (if we may place faith in a recent report by competent indus- 
trial engineers) that the workers, in America at least, are any more 
culpable than their employers in the matter of economic waste. As for 
trade-unions and legislative regulations making it difficult for young 
men to become enterprisers, this is by no means impossible; but they 
result, also, we may equally well believe, in a greater measure of in- 
dustrial stability, and perhaps in giving to society business men of in- 
creasingly high caliber. i 

In few things is it more important than in economic controversy 
to give the devil his due, if one would establish a reputation for fair- 
ness. But Sir Ernest Benn does not always extend this courtesy. In 
several instances his zeal in attacking public services leads him into 
absurdities. He is showing, for example, that “the service rendered 
by the post-office will not stand comparison with the service rendered 
by private enterprise.” This is the argument: 

My business as a newspaper proprietor brings this out fairly clearly. In 
Fleet Street we collect the news of the two hemispheres in a matter of a few 
hours, put it into readable form, print it, and distribute it over the country; 
and for a modest penny the individual is provided at his breakfast table with 
full information of the happenings of the world up to midnight on the pre- 
vious evening. But if the Fleet Street worker wants to send a letter to his 
sister in Bedford, he must write it, pay the Postmaster-General 134d., and 
put it in the appropriate Post Office, all before 5:30 P.M., in order to get it 
to his sister in Bedford half an hour after the story, which is at that time 
on the telegraph wire from China, has been received, written, composed, 
printed, packed, distributed, and delivered at the same address in Bedford 
Sor two-thirds of the price which the Post Office demands for the mere act 
of delivering the letter. 


It is hardly conceivable that the author thinks the two cases par- 
allel, and yet if he does not he should realize that they prove exactly 
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nothing. Again, he speaks of telephone service which “costs more and 
more year by year as the government monopoly grows more and more 
oppressive,” without realizing (or at least without admitting) that 
telephone rates may and do increase year by year under private enter- 
prise, and that in some instances they do not stop increasing until 
permission for further advances are denied by a governmental agency 
called a public service commission. 

Scarcely more convincing is the description of industrial condi- 
tions in the United States, which appears in the chapter entitled “Five 
Weeks in America.” One can hardly be expected to see all of indus- 
trial America in a few weeks, but in view of the limited time given to 
investigation by Sir Ernest, the use of sweeping generalizations is a 
bit risky. America is “as near to an economic heaven as we mortals 
shall ever approach.” “The American workingman, from the top to 
the bottom, goes to work and comes home in his best clothes. He 
changes for his work or puts on overalls; if his work is dirty he wears 
gloves. Before he leaves at night he generally takes a bath, almost al- 
ways a shower, and turns out for his homeward journey like a member 
of the Stock Exchange.” “The American workman is not organized 
. « « « because he does not feel the need of organization.” “He is no 
less willing than the Englishman to take money for work done, but he 
does appear to be more interested in the work than in the money.” In 
the steel works at Gary, “nobody 'ifted anything; nobody sweated; 
nobody suffered fatigue. A score of men, dotted about the mills, 
pressed buttons and moved levers, and each took a dollar and a half 
an hour for doing it.” If this be a fair picture of general working con- 
ditions in America—and we have no suggestions to the contrary— 
then verily the industrial millennium has come. 

When The Confessions of a Capitalist first appeared it was called 
by someone the best defense of capitalism that had ever been written. 
But to the present reviewer it seems that Professor Carver, in his Es- 
says in Social Justice, has done a much better job. Sir Ernest Benn’s 
book is interesting rather than important; it is a breezy, readable 
piece of writing, but it is not likely to carry conviction to those who 
weigh carefully as they read. 

Paut F, GEMMILL 
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Business Cycles and Business Measurements, “Studies in Quan- 
titative Economics.” By Cart SNYDER. Macmillan Co., 
1927. Pp. xiv-+326. 

Those who have followed Mr. Snyder’s contributions to economic 
and statistical periodicals in the last decade will be grateful to him for 
this book. For in it he has not only reproduced the valuable series 
which bear his name, but has also brought together the wealth of ma- 
terial on which they are based, and has shown their relation to other 
series and their importance as measures of changes in industry and 
trade. 

A beautifully written introductory chapter on “The Nature of 
Business Cycles,” in which it is argued that “there seems to be no 
measure of the intensity of the fluctuations in business save in terms 
of variations from the line of characteristic growth,” paves the way to 
a consideration, in the next three chapters, of the problems of economic 
growth, the measurement of business cycles, and the choice of a base 
for index numbers of commerce and trade. These are followed by de- 
tailed explanations of his new measure of the volume of trade, his 
bank-clearings index of business cycles, and his velocity of bank de- 
posits index. The rest of the book discusses other measures of busi- 
ness cycles, the use of “deflated” dollar value series as measures of 
business, business failures and business cycles, prices and the business 
cycle, the interest rate and the business cycle, and the problem of fore- 
casting business cycles. 

The monthly index of the total volume of trade is an average of 
fifty-six separately computed series, each series having been first ad- 
justed for trend, seasonal variation, and, when necessary, for changes 
in the purchasing power of money. Unfortunately this series cannot be 
computed for years earlier than 1919, “for prior to that date the series 
available would not give a sampling sufficiently representative to form 
a satisfactory composite indicator of the total volume of trade.” How- 
ever, by comparing this index with the index of payments by bank 
checks (debits to individual accounts) which is available only since 
1919, and by comparing the latter with the less desirable series of 
“checks going through clearing houses,” which is available for a much 
longer period, Mr. Snyder is enabled to extrapolate his monthly index 
of the volume of trade back to March, 1875. This is his “clearings 
index of business.” 

As clearings are affected by changes in the general level of prices, 
it was, therefore, necessary to reduce them “to a volumetric basis” 
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before adjusting them for trend, seasonal variation, and other factors. 
This necessitated the construction of an index of the general price 
level, which is deduced from indexes of wholesale prices, wages, cost 
of living, and rent, and which is now widely used. 

By similar methods Mr. Snyder takes the Federal Reserve Bank’s 
index of the velocity of bank deposits, which cannot be computed for 
years earlier than 1919, and, making use of the relation of total clear- 
ings to total individual deposits in National Banks, extrapolates it 
back to February, 1875. This is his “index of business activity from 
variations in rate of deposits turnover.” 

From a study of these and other series Mr. Snyder reaches the 
conclusion that depressions are lessening in severity. “The depth of 
the troughs is not quite so much below normal in the 1914 and 1908 
depressions as in those of 1884 and 1894, and the depressions in the 
latter half of the period have been matters of months whereas pre- 
viously they extended over years” (p. 143). 

It must be admitted that his data tend to support this conclusion. 
The reader’s confidence in this conclusion would have been heightened, 
however, if the use of the many deflated dollar series as comparable 
with series which are expressed in physical units were subjected to 
more experimental verification than is given in the book. We have 
several time serivs which are expressed both in dollars and in physical 
units. Suppose that the dollars were deflated through the use of the 
best index of the general price level (or any other index). Would the 
resulting deflated series approximate the corresponding quantity se- 
ries? True, one such test is discussed on page 138, but more experi- 
ments of this kind with various series are needed. 

The three indexes—volume of trade, clearings, and velocity of 
bank deposits—are of the “adjusted” variety; that is, each index is 
expressed in terms of its “normal expectancy” or trend, which is given 
the value of 100. Mr. Snyder is emphatic in his criticism of the fixed- 
base index of production (chapter iv). He argues that the use of a 
fixed base would sometimes result in an index of a prodigious growth, 
and that it would be “clumsy and useless” for practical purposes. But 
what is meant by “practical purposes”? Suppose that we desire to 
measure the production of lumber in the United States since, say, 
1810. There is nothing wrong then in the selection of a given year— 
say, 1810—as the base year. True, the resulting index would repre- 
sent a “prodigious growth.” But that is just what we want to meas- 
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ure. The use of a percentage-to-trend index would not answer the pur- 
pose at all. 

The statistical methods used are, on the whole, quite orthodox. It 
is not clear, however, how the seasonal variations were computed in 
several series. Thus, on page 111, lines 12-15 from the bottom, the 
reader is left guessing as to the steps employed. Similarly, the last 
paragraph on page 119 is equally uninstructive. I suspect that the 
method is similar to Snow’s (Jour. Roy. Statist. Soc., LXXXVI 
[1923], 334), but the meager explanation leaves one in doubt. 

One would also like to know whether in the construction of the 
index of shares sold on the New York stock exchange allowance was 
made for the effect of stock dividends on the number of shares sold. 
In other words, is the unit “share” comparable from year to year? 

The various indexes of trade and productive activity are set forth 
graphically in a series of over forty full-page charts, and with these 
are given’in extenso the tables of index numbers from which they are 
derived. The data are a veritable mine of useful information and will 
be of special interest to the student of business conditions. 

Of the more analytical chapters, the one that probably deserves 
most attention from economists is the chapter on the interest rate and 
the business cycle. In it Mr. Snyder answers the following questions: 
What are the typical and dominant interest rates? How much do 
they vary? How much interest has this variation on the changes in 
the trade cycle? 

For a book with so many figures the errors are surprisingly few. 
I have noticed only two: On page 95, line 9, “Gompertz curve” should 
read “logistic curve,” and on page 119, line 7 from the bottom, “fit” 
should read “fitted.” 

The book is not an analysis of business cycles. It contains no dis- 
cussion of the “causes” of business cycles. In the words of the author, 
“the especial aim of these studies was to obtain . . . . more definite 
knowledge of the relations of business activity, or volume of trade, and 
the extension of bank credit; and with this in view the volume includes 
also measures of deposit activity or the rate of turnover of average 
deposits.” This book so successfully fulfils this aim that no student of 
business conditions can afford to neglect it. 

Since the publication of this book Mr. Snyder has revised his in- 
dex of the general price level (Rev. Economic Statistics [January, 
1928]), and his index of the volume of trade (Jour. Amer. Statist. 
Assoc. [June, 7928]). 
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